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PREFACE 



The International Library of Technology is the outgrowth 
of a large and increasing demand that has arisen for the 
Reference Libraries of the International Correspondence 
Schools on the part of those who are not students of the 
Schools. As the volumes composing this Library are all 
printed from the same plates used in printing the Reference 
Libraries above mentioned, a few words are necessary 
regarding the scope and purpose of the instruction imparted 
to the students of — and the class of students taught by — 
these Schools, in order to afford a clear understanding of 
their salient and unique features. 

The only requirement for admission to any of the courses 
offered by the International Correspondence Schools, is that 
the applicant shall be able to read the English language and 
to write it sufficiently well to make his written answers to 
the questions asked him intelligible. Each course is com- 
plete in itself, and no textbooks are required other than 
those prepared by the Schools for the particular course 
selected. The students themselves are from every class, 
trade, and profession and from every country; they are, 
almost without exception, busily engaged in some vocation, 
and can spare but little time for study, and that usually 
outside of their regular working hours. The information 
desired is such as can be immediately applied in practice, so 
that the student may be enabled to exchange his present 
vocation for a more congenial one, or to rise to a higher level 
in the one he now p^|]Bues. Furthermore, he wishes to 
obtain a good working km>wledge of the subjects treated in 
(^ the shortest time and in the most direct manner possible. 
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In meeting these requirements, we have produced a set of 
books that in many respects, and particularly in the general 
plan followed, are absolutely unique. In the majority of 
subjects treated the knowledge of mathematics required is 
limited to the simplest [principles of arithmetic and mensu* 
ration, and in no case is any greater knowledge of mathe- 
matics needed than the simplest elementary principles of 
algebra, geometry, and trij^onometry, with a thorough, 
practical acquaintance with the use of the logarithmic table* 
To effect this result, derivations of rules and formulas are 
omitted, l>tit ihorough and ctmq>lete instructions are given 
regarding how, when, and under what circumstances any 
particular rule, formida^ or process should be applied; ;ind 
whenever possible one or iiiore exam pics, such as would be 
likely to arise in actual practice— together with their solu- 
tions — are given to illustrate and explain its appUcation. 

In preparing these textbooks, it has been our constant 
endeavor to view the matter from the student's standpoint, 
and to try and anticipate everything that would cause him 
trouble. The utmost pains have l)een taken to avoid and 
correct any antl all ambiguous cxprtssi*ms — ^both those due 
to faulty rhetoric and those due to insufficiency of statement 
f>r explanation. As the best way to make a statement, 
explanation, or description clear is to give a picture or a 
diagram in connection with it, illustrations have been used 
almost without limit. The illustrations have in all cases 
been adapted to the rctpiiremenis of the text, and projec- 
tions and sections or outline, partially shaded, or full-shaded 
perspectives have been used, according to which will best 
produce the desired results* Half-tones have been used 
rather sparingly, except in those cases where the genera! 
effect is desired rather than the actual details. 

It is obviotis that books prepared along the lines men* 
tioned must not only be clear and concise beyond anything 
hcrctofi>re attempted, but they must also possess nnequaled 
value for reference purjjoses. They not only give the maxi- 
inuui of information in a minimum space, but this infor- 
mation is sn ingeniously arranged and correlated, and the 
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mdexes are so full and complete, that it can at once be 
made available to the reader. The numerous examples and 
explanatorjr remarks, together with the absence of long 
demonstrations and abstruse mathematical calculations, are 
of great assistance in helping one select the proper for* 
mula, method, or process and in teaching him how and 
when it should be used* 

This volume contains the papers on foreign exchange, ' 
money and currency, and Canadian banking. The foreign 
exchange papers deal with the causes of foreign exchange 
transactions, the methods employed for remitting to foreign 
countries, foreign exchange rates, etc. The section on 
money and currency treats of the various theories of money 
and currency without advocating any particular one of them* 
and contains such principles of political economy as periain 
directly to this subject. The papers on Canadian banking 
contain a full and complete discussion of the Canadian systeni 
as compared with the banking systems in vogue in other ' 
countries: they also deal with the administration and 
accounting of a Canadian bank, the books and forms used 
being fully explained and illustrated. Special writers^ who 
through practical experience in banking and financial work 
were well equipped to prepare instruction on these subjects, 
were employed. The elimination in so far as was possible 
of technical terms and phrases wilJ appeal both to the layman 
and to the student of finance. 

The method of numbering the pages, cuts, articles, etc. is 
such that each subject or part, when the subject is divided 
into two or more parts, is complete in itself; hence, in order 
to make the index intelligible, it was necessary to give each 
subject or part a number. This number is placed at the top 
of each page, on the headline* opposite the page number; 
and to distinguish it from the page number it is preceded by 
the printer*s section mark (§), Consequently* a reference 
such as §16» page 26, will be readily found by looking along 
the inside edges of the headlines until S 16 is founds and 
then through § 16 until page 26 is found. 
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(PART 1) 



INTRODUCTION 

NoTB. — Throughout this Course, where the word bank appears 
alone, it is used in its general sense, meaning a banking institution 
without distinction as to whether it is an incorporated (public) or a 
private bank. So, also, when the word banker appears alone, it is 
used in its general sense, meaning a person engaged in the banking 
business without distinction as to kind. 

1. Definition. — The term forelgrn exchangre covers 
the transfer of credits from one country to another by means 
of money, bills of exchange, and other orders for money. 
It is sometimes spoken of as international exchange; in Great 
Britain, it is called the exchanges, A general statement of 
the way in which the foreign-exchange business of a bank 
in America is conducted will make the definition clearer. 

The bank arranges terms for the opening of accounts with 
one or more banks or banking houses in each of the principal 
financial centers of the most important foreign countries 
much as a bank in St. Louis, for example, would arrange 
terms for its domestic business with banks in New York, 
Philadelphia, Boston, Chicago, New Orleans, San Francisco, 
and elsewhere. The bank then remits to these correspond- 
ents, for its credit, the bills of exchange and other orders 
for money that it has discounted or purchased from American 
merchants, bankers, and others. These orders for money 
are drawn on foreign merchants, bankers, and others against 
exports of merchandise and other foreign obligations to this 
country. Securities and money in general may also be 
shipped to them for credit. The bank also issues its own 

copyrighted by International Textbook Company. Entered at Stationers* Hall^ London 

i7e— 2 



FOREIGN EXCHANGE 



§21 



bills of exchange and otlier orders for money drawn on these 
foreign corre^pundents and sells them to other bankers and 
merchants to cover imports and other American obligattoits 
to loreijsn couniries. Secnrities and money in general may 
also be received from foreign countries* Profits resi:dt ^ora 
buyinif at one price and s^elline at a higher* 



L,icAm:NO coMMKKCiAt, corNTRras 

2t In international commerce and finance the five leading 
countries of the world are the United Kingdom (England, 
Scotland, Ireland), Germany, United States of Amenca, the 
Netherlands* and France. The order of their importance, 
estimated from the commercial standpoint, sometimes varies, 
As shown by their respective imports and exports for the 
year 1904, it is as given in Table I. 

TABLE 1 



Comitrf 


Imports 


BsfMirtft 


TotAl 


United Kingdom . 
Germany 

America / . * . . 
Netherlands . . . 
France . , » * , , 


$?,68i,6a9,uuo 

1,514,661,000 

991,087,000 

965,641,000 

l6l,Q46,ooo 


11.463.410,000 
1*^43,987,000 

I*435'«79»CWO 

797.115,000 
859.035.000 


l4*t45.039iOOO 
«,757.M.ooo 
i,436,a66,ooo 
1,763,763.000 
i,7a7i9fi<.ooo 



The fltifinctftl ft^iitt-rs of these countries are London, 
Paris, Berlin, New York, and Amsterdam. The order of their 
itnportance from the financial standpoint (as distinguished 
from the commercial standpoint) cannot be positively stated* 
At present, probably, it is as follows; London, Paris, Berlin, 
New York, Amsterdam. From the standpoint of reserve 
capital, Paris is, without doubt, the most important, for the 
other centers are borrowers at Pans, 

3. The United Klimdom.— Bills of eitchange on Lon- 
don are belter known, more frequently called for, and more 
generally available than those on any other center* This 
^nd the present leadership of the United Kingdom in the 
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commercial world are due^ at least in part, to the following: 

{ 1 ) The early placinir of her monetary system on a sound 
basis; this was done by Parliament in 1816, some time in 
advance of any other Dation. (2) The early adoption of a 
banking system that, tinder the very conservative and safe 
direction of her bankers, has proved strong enough to 
weather the severest financial storms, and to command 

► the confidence of governments, bankersi and merchants. 
(3) The fact that the British people are bankers, mer- 
chants, manufacturers, and ship owners; and that while 
their bankers have established branches in countries whose 
trade it was desirable to obtain, their merchants and manu- 
facturers have sought and obtamed that trade, and their ship 

f owners have built sailing vessels and steamships to carry it, 
The British Government has frequently assisted and encour- 
aged the shipping interests by the granting of subsidies, 

4< France.— France has a comparatively small merchant 
marine, a large part of her commerce being carried in foreign 
ships. The French people, whose thrift is proverbial, have 
become noted for their fondness for investing in foreign 
secuHlies. Their annual forei^ investments are said to 
ejcceed $500,CMX),000, French banks have established foreign 
branches for the benefit of the financial interests of the country 
and for her commerce, 

5. Germany . — Since the Franco-Prussian war, Germany 

has adopted a stable monetary system, and has been most 
energetic and successful in competing for foreign trade. 
She has also established numerous branch banks in foreign 
countries and has built up a large merchant marine. Ham- 
burg is the third largest port in the world, London being 
first and New York second* 

6. The Net liorlancls.— Although one of the smallest 
couo tries in Europe, the Netherlands carries on a tnost 
extensive trade, which is one of the principal sources of her 
wealth. Her banks have established branches in the Dutch 
Colonies for the benefit of colonial trade and intercourse* 
Her trade, however, is carried largely in British ships. 
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7* Amorlefw — The steady growth to the foreign com- 
merce of America is dne largelj to the cbaracter and extent 
of her natural resotuceSp to the energy aod actirtty of her 
merchants and maonfacttirers, to the a^tsCance (at llrst) of 
private banking housei only and (later) of some progress* 
tve public banks I and to the gradual improTement of her 
[eonstilar service. But it has been hindered by the great 
^ delay in ptacing the monetary system of the country per- 
^manently on the gold basis, which was not done in a way to 
i command universal conMence, until March, 1^00. 

The national banks have been and stilt are unable to 
as<iist as fully as they otherwise might m the development 
of foreign trade, l^ecause they are unable to establish agencies 
and branches in foreign countries. Comparatively tittle ts 
known of international banking by more than a very few 
American bankers. American merchants and manufacturers 
have been slow to adapt themselves to foreigti requirements. 
Only a small part of her foreign commerce i$ carried in 
American ships. 

These facts are becoming better understood and their 
bearing on the future of the commercial and financial inter- 
[iasts of the country are now more fully appreciated than for- 
merly. As a result, the importance of the international 
bank to the growth and development of a country has 
l>ecome evident, and the demand for more and better bank- 
ring facilities has increased. In consequence, the number of 
public banks that have established foreign*exchange depart- 
ments has increased rapidly. The charters under which 
most of them are operated, however, place such restrictions 
on them that their foreign-exchange transactions are lim- 
ited to certain lines. Seeing the need for congressional 
^authorization, in the case of national banks, to overcome 
'these restrictions, the Comptroller of the Currency, in his 
report for 1904, after reviewing the sttuationp makes the fol* 
lowing recommendation: **That national banks having a 
capital of $1,(M10,(.M>0 or more and located in the reserve 
cities or central-reserve cities be specifically authorized to 
buy and sell foreign exchange; to accept bills drawn on 
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themselves, payable at a time not to exceed 4 months after 
sight, and to issue letters of credit; and also to open and 
maintain such offices, agencies, or branches as may be neces- 
sary to conduct this business in foreign countries and in 
Porto Rico, the Philippine Islands, the Hawaiian Islands, 
and the Panama Canal Zone." 

The subject of foreign exchange will be treated under 
the following general heads: (1) Factors That Occasion 
Foreign-Exchange Transactions, (2) Monetary Systems, 
(3) Rates of Exchange, (4) Bills of Exchange, (5) Letters 
of Credit, (6) Finance Bills, (7) Contracts. (8) Arbitrage, 
and (9) Gold Movements. 



FACTORS THAT OCCASION FOREIGN-EXCHANGE 
TRANSACTIONS 

8. Exports and Imports. — When a country produces 
raw materials and manufactures that are marketable in 
other countries, it is usually able to dispose of them in 
those countries. As a result there are exports from produ- 
cing countries into non-producing or insufficiently producing 
countries. The exports of the one are the imports of the 
other. Payment for these transactions must be made by 
the importer to the exporter. 

9. lioans and Investments. — When money rates are 
lower in one country than in another, banks borrow where 
money is low and lend where it is high. When foreign 
enterprises and government and other securities offer attrac- 
tions superior to the attractions afforded by similar domestic 
investments, that is, when the interest return is higher 
abroad than at home, the investing people of a country 
frequently place part of their surplus funds in other coun- 
tries. As a result, capital is constantly passing back and 
forth from one country to another: as loans are made and 
repaid; as securities are bought, sold, and mature; as invest- 
ments are made in mines, manufacturing establishments, 
railroads, and other enterprises; as the income from those 
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itiveslnietits is paid« or as tfae investors close oyt their 
ioterests in them. 

10* Travel*— As tbe foreign commerce and foreign 
io vestments of a countiy increase, travel for business pur- 
poses increases: and as the education of the people of a 
conn try advances, travel for pleasure and smdy also 
increases. As wealth becomes more widely distributed, it 
not only enables more people to travel, but leads them to 
require that traveling be made comfortable and Inxiirioiss* 
This results in the expenditure of large sums of money by 
the people of one country in other couBtries, for trade » 
pleatiurep study, and research. 

11. Mlgratioiii— As rhe older countries of the world 
become overcrowded, many of their people seek employ- 
ment in newer and less densely populated countries, and the 
emigrant of one country becomes the immigrant of another. 
These people carry money with them to their new homes, 

; and after obtaining employment they frequently remit part 
of their earnings to the countries from which they came. 

12. Bhtpplup;* — The transportation of merchandise, 
passengers^ and the mails between coantries separated by 
water requires extensive shipping facilities. Some countries, 
appreciating the great advantage of owning ships, have 
built an extensive merchant marine. Large sums are paid 
for ocean freight and transportation, much of which passes 
from one country to another, the amount depending on the 
tonnage of the merchant marine of each country. 

13. Insiirancc^The agencies of foreign fire, life, 
marine, and other insurance companies that have been 
established in a country, and I he foreign agencies of the 
companies of that country, handle large sums in premiums, 
commissions, losses, etc. These involve remittances from 
one country to another. 

14. Mleoollaneoiis. — ^There are numerous public and 
private interests, besides those named, that constantly 
require transfers of funds from one country to another- 
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Among them may be mentioned educational, missionary, 
philanthropic, and similar undertakings. In the aggregate 
the amount of these miscellaneous items is frequently quite 
large. 

15. Government. — To protect the interests involved 
in the development and maintenance of the foregoing 
factors, an extensive diplomatic and consular service and a 
considerable navy are required. Their cost to the govern- 
ment is proportionate to their importance to the country. 
In addition to such regular expenditures of the government, 
there are also occasional payments of large sums, such as, 
in the case of America, the Spanish indemnity and the 
Panama Canal purchase, and, in the case of France, the 
indemnity paid to Prussia at the close of the Franco- 
Prussian war. 

16. Impossibility of Adjusting: Balances by Off- 
setting: One Transaction Ag:ainst Another. — A casual 
examination of the numerous reports of foreign trade, 
published by the Bureau of Statistics of the Department of 
Commerce and* Labor, will show that the total annual 
exports of each year do not offset or balance the total annual 
imports of that year. Further examination will show that 
the totals for any given month or quarter do not offset each 
other; and that while those of one or more cities or sections 
of the country may practically do so, the exports have not 
S^one to the same points from which the imports have been 
received. An examination of whatever figures* may be 
found relating to this matter will show similar results; 
that is, that the foreign loans and investments in America do 
not offset the American loans and investments abroad, and 
the amounts brought by foreign travelers and immigrants into 
America do not balance the amounts spent by Americans 
abroad and sent by immigrants to their former homes, etc. 



* Such figures are published from time to time by financial, trade, 
and other journals. They are, however, only the estimates of statis- 
ticians, who have made careful study of the subject, and should be 
regarded from that standpoint. 
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MONETARY SYSTEMS OF THE WORLD 

17# The tnonetary ^y^tem of a comitry is the svstem 
of tDooey or exchange that it has adopted bj law. It is based 
on a tnooetafy unit, and coostsu of pieces of metstl — gold* 
stiver, aickel, broo^e, copper — of dtflferetit detiommatmns and 
value, called uietalltc ciirreticy, and of notes tssned bf the 
govemroeat, or by bank& tmder ihc auihority of the govern- 
ment, called fMiper ciirr^nicy. 

Every eonntry establishes and regtilates its currency or 
mooetary system with the purpose of meeting the necessities 
of ]U trade* its industries, and its nadonal finances. The 
differences between the systems tend to make the practice of 
foreign exchange appear more difficult than it really is, 

18* Money is a standard measure of value, a medium of 
payment or exchange, established by law or by agreement. 
The value of labor and service, and of everything else that 
may be bought and sold* is estimated in money. By law, or 
by agreemetJt, money is accepted in payment of every kind of 
debt or obligation. As commonly used, the word money is 
applies) both to standard coin and to what is called represenia- 
iive money (paper and subsidiary coin) without reference to 
its debt^paying power* 

Lieisal tendt^r is money that must» by law, be accepted in 
puyment of debL 
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19. Notes — paper money — are promises to pay money. 
Their value in trade depends on the ability and good faith of 
the issuing governments or banks to pay them. Bank notes 
are issued either on the currency principle, or on the banking 
principle. They are said to be issued on the currency prin- 
ciple when they are secured by a reserve of coin, bullion, 
or other securities. Bank-of-England notes and American 
national bank notes are of this kind. Notes are said to be 
issued on the banking principle when they are secured by the 
assets of the banks, as are the notes of the Bank of France, 
the Imperial Bank of Germany, the Canadian banks, etc. 

Convertible notes are those that are, by law, exchangeable 
for coin, on demand. Inconvertible notes are those that are 
not, by law, exchangeable for coin, on demand. The latter 
are issued in very few countries, because since they are not 
exchangeable for coin they do not pass in trade on a par with 
coin, add therefore become what is called a depreciated 
currency, tending to discredit, financially, the country that 
issues them. 

In the reports of the Director of the Mint and the Comp- 
troller of the Currency the term **uncovered paper** refers 
to that part of the note issue not secured by a reserve of coin. 

20. The monetary unit of a country is its standard unit 
of value, established by law: as the gold dollar of the United 
States of America, the pound sterling of the United Kingdom, 
the gold franc of France, the gold mark of Germany. Some 
of these units are not now actually coined because they are 
too small for practical commercial use. Thus, while the 
pound sterling or sovereign is coined, the smallest American 
gold piece is the quarter eagle, $2.50; the smallest French 
gold piece is 5 francs;* and the smallest German gold piece 
is the crown, 10 marks. In America^ the Gold Standard 
Act, officially designated as the Currency Act, approved 
March 14, 1900, declares **That the dollar, consisting of 
26.8 grains of gold 'h fine, as established by section 3511 of 



•The coinage of the 5-franc gold piece was provisionally suspended 
in 1885. See Latin Union. 
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ihe Revised Statutes of the United States, shall be the 
standard unit of value, and all forms of money issued or] 
coined by the United States shall he maintained at a parity 
of value with this standard, and it shall be the duty of the 
Secretary of the Treasury to maintain such parity/* 

The monetary stanclarcl of a country is that which, by 
law, has been made its standard measure of value, and a 
country ia known as a goid-standard or as a siiver-siandard' 
country according to whether gold or silver has been made 
its monetary standard. The dmtble standard exists in a 
country when both gold and silver have been made, by law, 
its monetary standards at a fixed ratio. For example, if a 
country made gold and silver its standards and made 15 or 
\b\ ounces of pure silver legally equivalent to 1 ounce of 
pure gold, it would be called a double-standard country with 
a fixed ratio of 15 or 15j to L 



4 



21. Gold the Universal Standard. — Gold is the only 
actual money known in international fmancial transactions, 
since owing to its greater stability of value » its greater con- 
venience in handling, and its greater durability, it has practi- 
cally become the universal monetary standard. This has been 
accomplished by giving a fixed value in each country to a given 
weight of gold, as will be more fully explained further on, 

22. Double etiiuiiard.— Difficulties and inconvenience 
have attended every attempt to use the double etaudardt 
except under restrictions that practically make the more 
valuable metals gold, the actual j^tandard. One reason for 
this is the fact that gold and silver are commodities, the 
supply of and the demand for which differ. The relative 
values of the two metals therefore fluctuate independently r 
so that» practically, since gold has come to have a fixed value, 
it is the value of silver that fluctuates. Another reason is 
the fact that when two kinds of money of different values are 
equally current, the less valuable drives the more valuable 
out of circulation, because dealers and individuals hoard the 
latter, use it in the arts, or export it, and pass the former into 
circulation. This is known as Gnskam^s ^iaw, which was 



4 
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explamed by Sir Thomas Gresham to Queen Elizabeth about 
Ibe year 1559. It has become necessary, therefore, to main- 

ttain the two metals, arbitrarily, at a fixed ratio to each other, 
in order that, for example* a franc gold and a franc silvei 
may have equal purchasing and equal debt-paying powers. 
This is accomplished: {1) by limiting the coinage of silver, 
that is, by closing the mints to the public for its coinage, so 
that it is coined only by the government to meet the needs 
of trade; (2) by limiting the use of silver as legal tender in 
tj-ade to a certain amount while making it unlimited legal 
■lender in payment to the government; (3) by opening the 
tnints to the free and unlimited coinage of gold. The term 
Iree rm'n^gr, as applied to gold and silver, means the coining 
of all gold or silver bullion brought by the public to the minL 



23. I^atln Union. — The principal illustration today of 

he practical working of the double standard is furnished by 

the I^atlii Union, composed of Belgium, France, Greece* 

Italy, and Switzerland. This union was first formed in 1865 

fritbout Greece, which joined it in 1867. November 6, 1885, 

*M new convention, or agreement, was concluded between 

France, Greece^ Italy, and Switicerland, and to this Belgium 

I was admitted December 12, of the same year* This conven- 
tion contains the following fifteen articles in addition to 
arrangements relating to the liquidation article and to special 
conditions peculiar to each member of the union. 
Article 1 states the object^uniformity in all that relates 
to the fineness, weight, diameter, and circulation of their 
gold and silver coins. 

Article 2 names the denominations of the gold coins, their 
fineness, weight, diameter, and the allowance to be made for 
deviations from legal weight. 

Article 3 describes the silver S-franc pieces, their fineness* 

weight, allowance, and diameter; makes those issued by each 

^B member of the union full legal tender for all payments to the 

^Lodillc treasuries of all the members; binds each to take back 

^Hfpan the public treasuries of the others those that have been 

reduced by actual wear 1 per cent, below the legal allowance. 
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rorided ibe impresiicmf qd tbem have not been elTaced J 
lod iticliidei tlie asreemctit between the Freoefa government 
Bnd the Bank of France with respect to tbem. 

Article 4 names the divisional t iJirer pieces, fijces their fine- 
neiiftt weijifht^ a] Iowaii^ie» diameter; biad^each member to rettieJt 
all pseceM reduced by wear 5 per cent, below the aUowances. 

Arttck & makes the divistooal silver pieces unlimited legal 
tender in pa^^menta ti> the puhHc treasury of the state that 
iMSues them, but limJtit pay meats to individuals to 50 frajics. 

Article 6 makes the diiriilaoal silver pieces of each state 
legal tender up to 100 francs in payments to the poblic 
treasuries of the other member states. 

Article 7 binds each member to take back the divisional 
coinsi from individuals or from the ptiblic treasuries of the 
other states, and to exchange them for current coin — gold or , 
silver— in sums not less Ihan 100 francs* 

Article 8 makes the coinage of gold pieces free to each 
stale, except that of the 5- franc gold pieces, pruvistonall^ 
suspended. It suspends, tiiider certain conditions, the coin- 
age of 6-franc silver pieces, making restunption of coinage 
subject to the unanimous consent of all the members, and , 
states that a member may resume their free coinage onl 
condition of exchanjjing for gold on demand those of its own 
issue circulating in rhe other states during the duration of, 
the agreement. 

Article ti restricts the total coinage of divisional silver 
pieces to an average of 6 francs per inhabitant, not including 
the replacing of old coins by remelting, etc. 

Article 10 retjuires that the year of coinage be stamped 
on all the gold and silver coins of each state. 

Article 11 centralizes all administrative and statistical 
rork connected wirh the coinage in the French government* 

Article 12 regulates the admission of other states to the 
Union. 

Article 13 limits the term of the convention to January 
UMU, and provides for its continuance thereafter. 

Article 14 provides for liquidation, that is, for the final 
disposition of those i)-franc silver pieces of each state that 
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may be found in the other states on the termination of the 
convention's agreement. 

Article 15 limits the time for the ratification of the con- 
vention by the several governments party to it. 

24. From the foregoing, it will be seen that, though 
nominally double-standard countries, the members of the 
Latin Union are practically gold-standard countries. Gold 
coins are the only ones that are freely coined and that are 
unlimited legal tender; and while all silver coins are redeem- 
able in gold or other current coin in the countries other than 
those of issue, they are coined only by the government 
under c.ertain restrictions. 

China is today the only country of importance where 
silver is the standard. For, with gold practically the stand- 
ard of the principal commercial countries of the world and 
the only money known in international transactions, the 
advantage and necessity of placing themselves on the same 
footing with other countries has forced one after the other 
of the silver-standard countries to adopt the gold standard. 
A summary of monetary events since 1786, taken from the 
report of the Director of the United States Mint, found at 
the end of this Section, illustrates this fact and shows the 
variety and number of changes that have led to the adoption 
of the gold standard. 

25. Gold and Silver Coinage. — The coining or stamp- 
ing of gold, silver, etc. into money is considered the exclu- 
sive right of the government of a country. The place where 
it is done is called the mint. There are, however, private 
mints in which coins are manufactured for small countries 
or those having no government mints. But the govern- 
ments of those small countries furnish the dies and fre- 
quently the metal as well, and the mints make a charge for 
the manufacture only. Government mints also frequently 
manufacture coins for small countries on terms similar to 
those of private mints. 

26. In America, the government receives at its mints 
and assay offices all gold that is brought to it; and assays, 




gTMidwd ii fine). 
\ Ik jpnd QUf ttDoi * 

the dil« 
far tbe dme taken 
Is FnnGe^ Gemtanj, 
other oomaiic^, » taiall coinage dnree is made per kilo- 
oi gitM. la £oM If mitiTil rrfiwiTiryi slv^er is bought 
eoiaed fair llie go »einmc ait as r p quired or as antborized 
' law* bai whtm sold to tlie pobltc it mmfi lie paid for io soM* 
m barm or mgols arc called boUloii, as is 
tM or imm'nf or loretga ootflt wbes taken bf weigbt 
as raw nMmiad for : 

27* tpefimionMce* — The profit between the btiEMNi iraltie 
ineial mid iU trade vattie is called ael«iil€n^^re, and 
to llie govenszieiit. The govemment of British 
[iidia applied a large part of lis profits in seigniorage to the 

of its gold 

28* Kefliifnft. — Gold as it comes froin tbe smelters con- 
tains ienparities tbat make it nnBi for coiaage or for commer- 
cial oae. The proportion of these imptuities is determined 
bf tests nuMle bf melting the smelter's bar, tborooghl^ stir- 
ring tbe maas« and then letting it cool In tbe form of a brick* 
Smai] pieces cut from the comers of the bnck farthest from 
ttacb other arc then given to the assayers, m'ho make their 
Ftests separatelf. These tests must agree within a very 
small fraction; if they do not agree at first, the whole proc- 
jess is repeated antil they do. The gold is then Feflnedi 
fclbat iBt the impurities are chemicaHy removed. 
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29* Alloying. ^ — Pure gold and silver are too soft for 
practical use as money^ and therefore another metal or com- 
bination of metals (as copper, or copper and silver), called 
an alloy, is mixed with them to make them harden The 
I proportion of piire metal to alloy is fixed by law, and is 
f called its fintfu'ss. It is usually expressed in decimals, as 
.900 fine, but also in fractions as -f^ fine, meaning 9 pounds 
of fine gold to 1 of alloy* In America, the standard fine- 
ness for gold and silver is t\. In England, gold coins are 
,91 6f or H fine, and silver .925 or H fine, 

30. Iwegral Tolerance or Remedy, —In the process of 

alloying and of coining, it is so difficult to obtain the exact 
fineness and weight required, that a certain deviation above or 
below is allowed by law, and is known as leg^al tolerance. In 
America, for gold, this tolerance is .001 in fineness and i grain 
in weight per dollar: for silver, it is .003 in fineness and li 
g^rains in weight for each one dollar piece. Thus, every 
country determines by law the weight, fineness, and legal 
tolerance of its coins, also their diameter and thickness, and 
the emblems or devices that are to be stamped on them. 

31 • Stanclax'il and Export Bars,— In America, gold is 
made by the mints either into minf or standard bars i^ fine, 
ior use in making coins; or into what are called commerciat 
(or jeu^ekrs' or exporf) bars ,990 to ,997 fine. The official 
stamp of every government mint on a bar of gold or sil- 
ver certifies its fineness, just as the impressions on the dif- 
rfereot coins certify their fineness^ weight, and value. These 
bars are bought and sold by weigh t» and the commercial or 
export bars are largely used in making international settle- 
lents. They are generally preferred to coin for this pur- 
>se, because they are compact and therefore more easily 
indled and less expensive for shipment, less liable to loss 
by abrasion, and commercially available throughout the 
world. They are bought from the assay offices of the mint 
by bankers for export, the mint charging the buyer 4 cents 
per $100 for all commercial or export bars. This charge is 
so near the actual loss by abrasion and the extra expense of 
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b&ndlli)^, elc* that result from the shipment of f^old in coin, 
that bankers are ready to pay it in exporting* In tmportini^p 
they are glad to get coins, because coins are bought by ^e 
weight and circulate by face value. The maximum reduc- 
tion in weight Crom abrasion as aUoired by law is I per cent, 
after being in circulation for 20 y^rs. 

In America, the Director of the Mint is required to est 
mate every quarter, beginntog with January 1 of each year? 
the value of the standard coins of the various nations of the 
world in circulation; these values are then proclaimed by the 
Secretary of the Treasury. 

32« ValneB of 8ul>«$I diary Coins. ^ — Subsidiary coins, 
dtlver. nickel, and copper, have two values; one is their face 
value, which is their current or circulating valu In the 
country of issue, and is fixed by the government and stamped 
on the face of each coin; the other is their actual value t that 
iSp their bullion or market value. For example, the silver 
dollar weighs 4121 grains standard silver ^ fine, and there* 
fore contains 371 i grains fine silver. It has been made legal 
tender in America for any amount, except where otherwise 
eacpressly stipulated in the contract, and is therefore wortl^^ 
its face Value in trade in America; but in foreign countries i|H 
is worth only the market value of 371} grains of pure silver* 

There are 480 grains in a troy ounce* To find the market 
value of a silver coin, if the weight is given in grains or 
ounces, reduce the fine weight to a decimal of an ounce and 
multiply by the price per ounce. 

ExAUt>L£.^What is the market value of |l stiver, the New York 
price bemg 1.60 per ounce fioe? 

Solution.— |1 silver ^ 4 12 J grains standard -j^ fine; 4 12 J X S 
- S7li fine. ^ 

(37U ^ 480) X .60 = 1,464, Agb. ^^ 

London is the principal silver-bullion market of the world, 

and the London quotations are wired daily to all the principal 
money markets. London quotations are made in pence per 
ounce » for bars of the British government standard .925 fine. 
New York quotations are in cents per ounce of fine silver. 
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TABIiE III 

ANNUAT. PRICE OF SILVER IN LONDON, PER OUKCE, AND 
COMMERCIAL RATIO OF SILVER TO GOLDt 1870 TO 1805 

{FrofH Report of Director of Mint on Production of Precious Metals in 

United States) 



Calendar 
Year 



1870 
1871 
1872 

1873 
1874 

1875 
1876 

1877 
1878 
1879 
1880 
1881 
1882 
1883 
1884 
1885 
1886 
1887 
1888 
1889 
1890 
1891 
1892 

1893 
1894 

1895 
1896 

1897 
1898 
1899 
1900 
1 90 1 
1902 

1903 
1904 

1905 



Lowest 


Highest 


Quotation 


Quotation 


Pence 


Pence 


60I 


6o| 


60A 


61 


59i 


6ii 


S74 


S9tt 


S7i 


594 


SSi 


578 


46J 


584 


S3l 


58i 


49i 


S5l 


48i 


S3if 


514 


52H 


SoJ 


52S 


50 


S2f 


soA 


51A 


49i 


Sif 


46i 


50 


42 


47 


43i 


47i 


41I 


441% 


4ttt 


44I 


43J 


54)} 


43i 


48J 


37i 


43? 


30i 


3»i 


27 


31J 


2 7- A 


31? 


295t 


3i« 


23t 


29 f8 


25 


28I 


26i 


29 


27 


30} 


24H 


29ft 


21« 


26, "8 


2ltJ 


28.\ 


24l'il 


28 ft 


2 Si's 


30 HI 



' Value of a 

Average Fine Ounce 

Quotation at Average 



Pence 



Quotation 
Dollars 



60A 

6oi 

60A 

59A 

58A 

56H 

53i 

S4\i 

s^i 

5ii 

52i 

5it 

5i« 

50A 

SoH 

48 ft 

452 

44tt 

42 J 

42H 

47J 

45 A 

39il 

35 A 

29 HI 
3o}i 
27A 
26B 

27 A 

28,5fi 

27A 
24 A 

243 
26 J3 

27.?? 



•328 

.326 
.322 

• 29769 

• 27883 
•24233 
.16414 
.20189 

.15358 

• 12392 

• 14507 
. 13229 

•13562 

. 10874 

.11068 

.06510 

.99467 
.97946 

•93974 

•935 1 1 

I . 04634 

. 98800 

•87145 
. 78030 

.63479 
.65406 

.67565 
. 60483 
.59010 
.60154 
.62007 
.59595 
.52795 
.54257 
.57876 
. O1027 



Commer- 
cial 
Ratio 



15-57 
15.57 
15 63 

15.93 
16.16 
16.64 

17. 75 
17.20 
17.92 

18.39 
18.05 
18.25 
18.20 
18.64 
18.61 
19.41 
20.78 
21 . 10 
22.00 
22. 10 

19.75 
20.92 

23.72 
26.49 

32.56 
31.60 

30. 59 
34-20 

35 03 

34 36 

33-33 
34.68 

39- 15 
38.10 

35 70 
33.87 

18 
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TABLE IV 

BULLION VALUE OF 87 ij GRAINS OF PURE SILVER AT THE 

ANNUAL AVERAGE PRICE OF SILVER EACH TEARt 

1860 TO 1806 

(Prepared by the Director of the Mint) 



Calen- 


Bullion 


Calen- I 


bullion 


Calen- 


Bullion 


dar 


Value 


dar 


Value 


dar 


Value 


Year 


Dollars 


Year I 


dollars 


Year 


Dollars 


1850 


1. 018 


1869 I 


.024 


1888 


.72683 


1851 


1.034 


1870 I 


027 


1889 


72325 


1852 


1.025 


1871 I 


025 


1890 


80927 


1853 


1.042 


1872 I 


022 


1891 


76416 


1854 


1.042 


1873 I 


00368 


1892 


67401 


1855 


I 039 


1874 


98909 


1893 


60351 


1856 


I 039 


1875 


96086 


1894 


49097 


1857 


1.046 


1876 


90039 


1895 


50587 


1858 


I 039 


1877 


92958 


1896 


52257 


1859 


1.052 


1878 


89222 


1897 


46745 


i860 


1.045 


1879 


86928 


1898 


45640 


1861 


1. 031 


1880 


88564 


1899 


46525 


1862 


1. 041 


1881 


87575 


1900 


47958 


1863 


1.040 


1882 


87833 


1901 


46093 


1864 


1.040 


1883 


85754 


1902 


40835 


1865 


I -035 


1884 


85904 


1903 


41960 


1866 


1.036 


1885 


82379 


1904 


44763 


1867 


1.027 


1886 


76931 


1905 


47200 


1868 


1.025 


1887 


75755 







MINT PARS OF EXCHANGE 

33, The mint par of exclianf^e is the value or equiva- 
lent of the pure metal contained in the monetary unit of one 
country expressed in terms of the monetary unit of another 
country. For example, the equivalent of 1 pound sterling 
(English) in America is $4.8665635, and that of $1 in Great 
Britain is 49A pence. A fixed par of exchange can exist 
only between countries that use the same standard, as do 
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the gold-standard countries. There can be no fixed par of 
exchang:e between countries that use different standards; for 
example, a silver-standard country and a s:old-standard 
country. 

In America and Great Britain, the troy system of weig:hts 
is used for weig:hing: g:old and silver, and whether the ounce 
or the s:rain is taken as the unit, fractions are s:enerally 
expressed decimally. In continental Europe, the metric 
system is chiefly used. 

The American government standard is used in all calcula- 
tions in this Course. 

Table V shows the relative values of the two systems. 

1ABL.E V 



According to the Amei ican Government 
Standard 




Pound 

(lb.) ; 



Grams 

(g.) 



According to 

Tate's 

Modem Cambist 

English 



Grams 

(g.) 



j .064798919 
; 1.555174056 
I 31.10348112 

; 373.24177344 



.064798949 
I.555I74776 
31.10349552 
373.2419463 



1 pound avoirdupois = 7,000 grains 
1 pound troy = 5»760 grains 



1 kilogram = 1,000 grams = 



1 gram 



A grain is the same 
weight in both sys- 
tems. 

2.20462234 pounds avoirdupois 
2.67922854 pounds troy 
32.15074248 ounces troy 
15.432.35639 grains 
15.43235639 grains 



The mint pars of exchange may be found: (1) by a com- 
parison of the weights: (2) by a comparison of the values of 
those weights (explained under Gold Shipments). 
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34. Comparison of Weights. — To find the mint pars 
of exchange of the units of two countries u^ing the same 
weights, divide the weight of fine gold contained in the 
monetary unit of one coimtry by that contained in the mone- 
tary unit of the other. 

Example 1.— Express the British pound sterling in terms of the 
American dollar. 

Solution. — /I sterling contains 113.001605 gr. of fine gold; $1 con- 
tains 23.22 gr. of fine gold. 

113.001605 gr. -5- 23.22 gr. = $4.8665635. Ans. 

Example 2.— Express the American dollar in terms of the British 
pound sterling, expressing it in pence. 

Solution.— jP, sterling = 20s. = 240d.; 23.22 gr. -5- 113.001605 gr. 
= .2054838. 

.2054838 X 240d. = 49.31616d. = 49iVd. Ans. 

35. To find the mint pars of exchange of the units of 
two countries using different systems of weights, as America 
and France, Great Britain and Germany, reduce the weight 
of the one to the sapie terms as that of the other, and 
proceed as before. 

Example 1.— Express the American dollar in terms of the French 
franc. 

Solution.— fr. 1 contains .290322581 g. of fine gold; $1 contains 
23.22 gr. of fine gold. 23.22 X .064798919 g. = 1.504630899 g. 
$1 = 1.504630899 g. fine. 

1.5046309 g. 4- .29032258 g. = fr. 5.1826175. Ans. 

Example 2.— Express the British pound sterling in terms of the 
German mark. 

Solution.— mk. 1 contains .358422939 g. fine gold; £1 sterling 
contains 113.001605 gr. fine gold. 113.001605 (gr.) X .064798919 g. 
= 7.32238185 g. £1 sterling = 7.32238185 g. fine. 

7.32238185 g. ^ .358422939 g. = mk. 20.4294455. Ans. 



RATES OF EXCHANGE 
36. The rate of exchangee is the price at which a 
transfer of credit is made from one place to another. That 
is, it is the price at which foreign exchange on one place is 
bought or sold in another. In America, it is customary 
to apply the word exchange both to the instrument or bill of 
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exchange, and lo ihe rate o! exchange, k is so applied in I 
the questions: **Have youanyexchanije for sale?'' (meaning, 
Have you any bills of exchange for sale?) and "What is 
exchange today?" (meaning, What Is the rale or price of 
exchange today?). The word is also classified by using the 
name ot the city or country on which the bill is drawni as, 
for example, London, or Paris, or Berlin exchange, etc.; or , 
sterling, or French, or German, or Italian exchange* Some* 
times, the word is omitted and only the name of the currency 
Is used, as in the questions, **Have you any sterlifig, or marks^ 
or francs (meaning francs on France), or guilders, or Swiss 
or Belgian francs, for sale?'' 

37. Different Forme of Statiiiic Rate»« — ^Between 
countries that use different monetary systems, the rates of 
exchange are stated in one of two ways, sometimes in both^ 
according to usage: ( I ) in the money of the country in which 
they are quoted; (2) in the money of the country on which 
they are quoted. That is, the rate, being always a variable 
quantity, may be stated either as the price to be paid for a 
fixed foreign unit, or as the amount in foreign value that 
a fixed domestic unit will buy. For example, in America, 
exchange on Great Britain, Germany, Holland, or Austria is 
quoted in the American unit, in dollars, while exchange on 
France is quoted in the French unit, in francs. In Great 
Britain, exchange on America is quoted both in pence and in 
dollars, while exchange on Germany is quoted in marks, and 
that on France in francs. Difficulty Is experienced by some 
in understanding this, partly because one form of quotation is 
the reverse of the other, and partly because the foreign mone- 
tary systems differ from one another. It is as iiin quoting 
sugar to one country the rate was given as 5 cents per pound, 
and in quoting tt to another the rate was given as 9 A kilo- 
grams per $1, the variable quantity in one being the price to 
be paid for the sugar, and in the other the amount of sugar 
to be delivered for $1. 

Between two or more countries that use the same monetary 
system, exchange is quoted as at par, or at a premium, or at 
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a discount. For example, this is true in the countries com- 
posing: the Latin Union, the Scandinavian Union, in the United 
States and Canada, in Great Britain, and most of the British 
colonies. When it is above par^ it is at a premium; and 
when below par it is at a discount. 

The following shows how rates are stated in America: 
The sterling rates (British) vary by $.0005, or by eighths, 
quarters, or halves of 1 cent. They are quoted so many 
dollars to £l sterling; as, 4.85, 4.85i 4.8555, 4.86, 4.8610, 
4.87, etc. 

The mark rates (German) vary by sixteenths, eighths, or 
quarters of 1 cent. They are quoted so many cents to every 
4 marks; as, .94, .94i, .94A, .95, .951, etc. These rates are 
further modified in large transactions by adding or subtract- 
ing fractions of 1 per cent.; as, eV, sV, iV, etc.; .94i + A, 
or .94 J - ■^, etc., which is equivalent to .945 + .0002953125 
= .9452953125 to every 4 marks or, if subtracted, to 
.9447046875. 

The guilder, or Dutch florin, rates (Holland) vary by 
tliirty-seconds, sixteenths, eighths, or quarters of 1 cent, 
and are quoted so many cents to the guilder, being further 
modified by adding or subtracting fractions of 1 per cent.; 
as, .39i, .40, .40tV, .40i, .40i - 1^, .40i + iV, etc. 

The franc rates (French, Belgian, Swiss) usually vary by 
"i- centime, and are quoted so many francs to the dollar; as, 
S.16t, 5.16J, 5.17i, 5.18J, 5.20f, 5.21i. The division by f or 
.625 of a centime came into use because at first it was cus- 
tomary to divide rates by eighths of a cent, and t of a cen- 
time is approximately equivalent to i of a cent. These 
rates are also modified by adding or subtracting -eV, aV, A, 
tV, etc. of 1 per cent. 

Intermediate rates varying by i centime; as, 5.17t, 5.171, 
5.17J are also used, though less frequently, because the 
printed tables in general use follow the division by I. 

The Italian rates are quoted in two ways — by cents to the 
lira— as, .1935, .1936, .1937, .1940, etc., and like the francs. 

The Austrian rates vary by .0001 of a dollar, and are quoted 
so many cents to the krone, as ,2035, .2037, .2040. 
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The Danish and Norwegian, and the Swedish rates vary 
by .0001 of a dollar, and are quoted so many cents to the 
krone, and the krona, as .2666, .2675, .2680, .27. 

TABLE VI 

CONVERSION OF STERLING INTO DOLLJiRS AND CENTS, 
AND VICE VERSA 

(Rate 4.86h) 



£ 

o 

I 

2 

3 
4 

5 
6 

7 
8 



lO 

II 

12 



d 

o 
I 

2 

3 
4 
5 



I ct. 

4.«6.5 

9-730 

MS9S 

19.46.0 

24.32.5 
29.19.0 

34.05.5 
38.92.0 

4378.5 

48.65.0 

53-51 5 
58.38.0 



I ct. 

.02.0 
.04.0 
.06.0 
.08.1 
.10.1 
.12.1 



t ct. 

486.50.0 

491 3^>5 
496.23 

501 095 
505.9^>. 



t ct. 

973.00.0 
977.86.5 
982.73.0 

9«7.59-5 
902.46.0 



510.82.5 I 997.33 5 

515,69 ; 1,002.19.0 

52055.5 , 1.007.05.5 

525.42 I 1.011.92.0 

530.28.5 I 1.016.785 



535- » 5 
540.01.5 

544.R8 



1,021.65.0 
1,026.51.5 
1,031.38.0 



I 



$ ct. , 

•24-3 I 

.26.3 I 

.28.3 I 

•30.4 I 

.32-4 i 

•34.4 ] 

.36.4 ; 



t Ct. 
1,459.50.0 
1,464.36.5 
1,469.23.0 
1,47409.5 
1,478.06.0 

1.483.82.5 
1.488.69.0 

1,493 55-5 
1,498.42.0 
1.503.28.5 

1.508. 15 o 

i.5>30'-5 
1,517.88.0 



t ct. 

1,946.00.0 
1,950.86.5 

J.955-73-0 
1.960.59.5 



t ct. 
2,432.50.0 
2.437-36.5 
2,442.23.0 
2,447.09.5 



1,965.46.0 j 2.451.96.0 

1.970.32 5 I 2,45682.5 

1,975.19.0 I 2,461.69.0 

1,980.05.5 I 2.466.55.5 

1,984.92.0 J 2.471.42.0 

1,989.78.5 ! 2.476.28.5 



1.994.65.0 
1 1. 999.5 1. 5 
1 2.004.38.0 



, 2,481.15.0 
1 2,486,01.5 
[ 2.490.88.0 



a 


.' 1 


ct. 


, c. 1 


.48.6 


•72-9 1 


.50.6 


•75-0 1 


.52.7 


•770 1 


•547 


.79.0 


.56.7 


.81.0 


.58-7 


•«.?< 


.60.8 


.«5.. . 



I 



S ct. 


-973 


-993 


1.01.3 


I 033 


1.05.4 


1.07.4 


1.09.4 



S ct. 

1.21.6 
1.23.6 
1.25.6 
1.27.7 
1.29.7 
1-31 7 
I-337 



The complete table covers two pages for each rate, the 
upper section containing the pounds and the lower section 
the shillings and pence. In the second column of the upper 
section are given the values of from jC\ to /^99; in the third 
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TABLE VII 

CONVSRSION OF MARKS INTO DOLLARS 

(RcUe .96) 



mk. 


S ct. 


mk. 


S ct. 


mk. 


t Ct. 


pf. 


Ct. 


I 


.23.8 


51 


12.11.3 


1,000 


237.50 


I 


.00.2 


2 


•47-5 


52 


12.35 


2,000 


47500 


2 


.00.5 


3 


•71.3 


53 


12.58.8 


3,000 


712.50 


3 


.00.7 


4 


.95 


54 


12.82.5 


4,000 


950.00 


4 


OI.O 


5 


1.18.8 


55 


1306.3 


5.000 


1,187.50 


5 


01.2 


6 


1.42-5 


56 


n':i<> 


6,000 


1,425.00 


6 


.01.4 


7 


1.66.3 


57 


13-53-8 


7,000 


1,662.50 


7 


.01.7 


» 


1.90.0 


58 


13-77-5 


8,000 


1,900.00 


8 


.01.9 


9 


2.138 


59 


14.01.3 


Q.OOO 


2.137-50 


9 


.02.1 


lO 


2-37-5 


60 


14.25.0 


10,000 


2.37500 


10 


.02.4 


11 


2.61.3 


61 


14.48.8 


11,000 


2,612.50 


II 


.c?.6 


12 


2.85.0 


62 


14.72.5 


12,000 


2,850.00 


12 


.02.9 


13 


3.08.8 


63 


14.96.3 


13.000 


3.087.50 


13 


O^I 


14 


3-32.5 


64 


15.20.0 


14,000 


3.325-00 


14 


033 


IS 


5-56.3 


65 


15-438 


15.000 


3^562.50 


15 


.03.6 



CONVERSION OF DOLLARS INTO MARKS 



s 


mk. pf. 


t 


mk. pf. 


$ 


mk. pf. 


Ct. 


pf. 


I 


1.21. 1 


51 


214.73-7 


1,000 


4,210.52.6 


I 


.04.2 


2 


8.42.1 


52 


218.94.7 


2,000 


8,421.05.3 


2 


.08.4 


3 


• 12.63.2 


53 


223.15.8 


3,000 


12,631.57.9 


3 


12.6 


4 


16.84.2 


54 


227.36.8 


4,000 


16,842.10.5 


4 


.16.8 


5 


21-05.3 


55 


231-57-9 


5. 000 


21,052.63.2 


5 


.21.1 


6 


25.26.3 


56 


235-78.9 


6,000 


25,263.15.8 


6 


-25-3 


7 


29-47.4 


57 


240.00.0 


7,000 


29.473-68.4 


7 


.29-5 


8 


33-68.4 


58 


244-21.1 


8,000 


33,684.21.1 


8 


•33-7 


•9 


37.80.5 


'J9 


248.42.1 


9,000 


37.894.73-7 


9 


■38 


10 


42.10.5 


60 


252.63.2 


10,000 


42,105.26.3 


10 


.42.1 


II 


46.31.6 


61 


256.84.2 


11,000 


46,315.78.9 


II 


.46.3 


12 


So.52.6 


62 


261.05.3 


12,000 


50,526.31.6 


12 


-50.5 


'3 


5473-7 


63 


265.26.3 


13,000 


54,736.84.2 


13 


•54.7 


14 


58.94.7 


64 


269.47-4 


14,000 


58.947.36.8 


14 


.58.9 


15 


63.15-8 


65 


273-68.4 


15.000 


63.157.89-5 


15 


.63.2 
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TABLE VIII 

CONVERSION OF FRANCS INTO DOLLARS 

(Rate .617i) 





Units Ten-i 


Humirela 


Thousaxiils 






fr. 


$ ct. 


t ct. 


t ct. 


ct^ntitncs 


S ct. 


I 


•19 3 


19 32 4 


193-23 7 


I 


.CX>.2 


a 


.38.6 


38.64.7 


386. 47- 3 


2 


.00.4 


3 


.58 


57-97 I 


579- 7 « 


3 


.cx>.6 


4 


.77-3 


77- 29 5 


772. Q4 7 


4 


.00.8 


5 


.96.6 


96.61.S 


966.18.4 


•s 


.01.0 


6 


I. 15.9 


115.94.2 


1. 159. 42.0 


6 


.01.2 


7 


1-35 3 


1.^5-26 6 


1.352.65.7 


7 


.01.4 


8 


1.54.6 


154.58 9 


1.545 89 4 


S 


.01.5 


9 


I-73-9 


173 91 3 


1.739- I3-0 


9 


.01.7 


lO 


I 93 2 


IQ3 23.7 


1.932.36.7 


10 


.01.9 


CI 


2. 12.6 


212.56.0 


2.125.60.4 


It 


.02.1 


12 


2.31.9 


231.88.4 


2.318.84. 1 


12 


.02.3 


13 


2.SI-2 


251. 20 8 


2.512.07.7 


13 


.02.5 


14 


2- 70- 5 


270.5^1 


2.705 31-4 


14 


.02.7 


15 


2.89.9 


280. 85. 5 


2.898.55.1 


15 


.02.9 




CONVERSE 


[>N OF DO 


LI^VKS INTO FRAN 


cs 



t 

I 

2 

3 
4 
5 



7 
8 

9 

10 

II 
12 
13 
14 

15 



5 17 5 

10.35.0 

15-52 5 

20. 7c. o 

25 ?<7 5 

3' -05 o 
36.22.5 
ai.40.0 
46.57 5 
5'-75-o 

5^>-92 5 
62. ro.o 
67.27 ^ 
72.45-0 
77 62 5 



fr. c. 

517-50 
1. 03 5. 00 
1.552.50 
2.070.00 

2.5«7.5o 

3.105.00 
3.022.50 
4.140.00 
4.f.57-5o 
5'75-oo 

5.^)92.50 

<>,2IO.OO 

6.727.50 

7.245. CO 

7.762.50 



tr. c. 

5,175.00 

I 10.350 00 

I 15.525.00 

20.700.00 

25.875.00 

I 31.050.00 

I 36.225.00 

41.400.00 

46.575.00 

51.750.0c 



56.025. CO 

62,100.00 
07.275. 00 

72.450. CO 

77.62>.oo 



vS 



10 



13 

15 



fr. c. 
.05.2 
.10.4 

•15 5 
20. 7 

25 9 

- 3 1 • I 

.41 4 
.46.6 
.51.8 

56 g 
.62.1 

.67-3 
•72.5 

• 77 6 
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column, the values of from ;^100 to ;^199; in the fourth, the 
values of from /200 to /299; etc. Thousands are obtained by 
moving the decimal point in the hundreds columns one point 
to the right, and ten thousands by moving it two points to 
the right. In the second column of the lower section are 
given the values of pence (1 to 11); in the top line the values 
of shillings (1 to 19), and on each line the value of the 
shilling plus the corresponding penny value; as 3s. Id. 
= $.75, etc. 

To reduce ;^2 1,308. 3s. 6d. at 4.86i by means of this table, 
proceed as follows: 

Upper section, fourth column, ;^21,000 = $102,165.00 

fifth column, £, 308 = 1,498.42 

Lower section, fifth column, 3s. 6 d. = ^ 

;^21,308.3s. 6d. = $103,664.27 

38. The reduction, or conversion, of the currency 
of one country into that of another is effected either by the 
use of printed conversion tables or by simple multiplication 
or division. The conversion tables used most extensively 
by foreign-exchange banks are printed for sterling, francs, 
and marks, as shown in Tables VI, VII, and VIII. In the 
sterling table, only the reduction from sterling into dollars 
is given, but the table is easily used for the reduction 
of dollars into sterling. In the francs table* and in the 
marks table, one page is for the reduction of foreign 
amounts into dollars and the other for the reduction of 
dollars into foreign amounts. 

Other excellent conversion tables are published, which are 
useful for many purposes. Some of them give the reduc- 
tions of a number of intermediate rates in addition to the 
regular rates. They may also include tables of a number 
of other foreign currencies as guilders, and Austrian and Scan- 
dinavian crowns. Few of these tables are, however, adapted 
to making conversions under each rate so rapidly as are the 
tables explained, for they give only a limited number of 
reductions, as from 1 to 9, then by 5's to 100 and »o on — or 
from 1 to 100 and then by 500, etc. 
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89. Con vifi-wl oils Wlthoiii Tiihles.— The following 
illustrations of the conversion of sterling, francs, piarks. 
etc* by the long method — ^multiplication or division — will be 
BUJiicient to show the method of redacing foreign units to 
dollars and dollars to foreign units where tables are not used. 

1. To convert English money into American* apply rule L 
American rates are quoted as so many dollars to the pound. 

Table IX shows the system of English currency. 

TABLE IX 



FAfthings 
(far,) 


Pepce 
(d.) 


sitmitigtt 




Dedmals 
ofaX 


4 
960 


240 


20 


t 


,0041 
.05 



Notb.-] Gutnett • 31 •billies*. 

Rule l.^To rEduce sterling to dollars, redme shillings and 
pence to decimah af a paund by multiplying the shillings by 
M {^of £i). ami thr pan e by .004 iUUof £l). Add thtse 
^cimals to Hit pounds and multlfily by lite rate. 

Example L— Reduce /I J12 3s. 4^* to dollars M iM^. 

SojLUTiOM.— 3** 4cl. 18 reduced to the decitnal of a / as fotlowi; 

4d, X *004i = 01»* 

1 J12J06I X ^Mi = $.5,410.69. Ans, 
2. To convert American money into English, apply rule FL 
Decimals of a penny are not generally reduced to farthings, 
but anything over » penny is treated as 1 penny. 




Kule II. — Ta ndurf dallars to steriing^ divide the dollm 
ammint by the rait ami the result will be lite number of pounds 
and dfcimals ol a pound: multiply tit is drcimal by 20 and the 
result will be the number ai shillings and deeimals ol a shilling. 
Multiply the derimti! of the sltillifig by 12 and the result will 
be the number of pence and decimals of a penny. 
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Example 2.— Reduce $5,410.69 to sterling: (a) at 4.86, and 
(6) at 4.86^. 

Solution.— 

(a) $5,410.69 ^ 4.86 = 1,113.3107 = /1, 113 6s. 3d. Ans. 

(d) $5,410.69 4- 4.86i = 1.112.1665 = ^1,112 3s. 4d. Ans. 

3. To convert German money into American, apply .either 
rule III or rule IV. American rates are quoted as so many 
cents to every 4 marks — the mark (Rmk. or mk.) being 
equal to 100 pfennig (pf.). 

Rule III. — To redtue marks to dollars ^ divide the marks 
by 4 (rate is an 4 marks) and multiply the result by the rate. 

Rule IV. — Divide the rate by 4, which will give the rate 
tor 1 mark, end multiply the marks by this new rate. 

Example 3. — Reduce mk. 10,000 to dollars at .95. 

Solution.— By rule III, 

mk.10,000 -5- 4 = 2.500; 2.500 X .95 « $2^75. Ans. 
By rule IV. 

$.95 -^ 4 = .2375; 10.000 X .2375 = $2,375. Ans. 

4. To convert American money into German, apply either 
rule V or rule VI. 

Rule V. — To reduce dollars to marks, divide the dollars by 
ike rate and multiply the result by 4. 

Rule VI. — Divide the rate by 4, which will give the rate per 
mark, and divide the dollars by this new rate. 
Example 4. — Reduce $10,000 to marks at .95. 

Solution. — By rule V, 
$10,000 -^ .95 = 10,526.3158; 10,526.3158X4 = mk.42.ia5.2632. Ans. 
By rule VI, 

$.95 -^ 4 = .2375; 10,000 ^ .2375 = mk. 42,105.2332. Ans. 

5. To convert foreign money other than marks into 
American, when the rate is quoted in the American unit, 
apply rule VII. 

Rule VII. — Multiply the foreign amount by the rate. 
Example 5.— Reduce fl. 10,000 to dollars at .40i. 
Solution.— fl. 10,000 x .40^ = $4,012.50. Ans. 
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Example 1.— Reduce mk. 10,000 to dollars at: (a) .OS-fiV; 
(d) .95 - -iV 

Solution.— (a) mk. 10,000 at .95 = $2,375; $23.75 X iV = W-48. 
mk. 10,000 at .95 + t^^ = $2,375 + $1.48 = $2,376.48. Ans. 

{d) mk. 10.000 at .95 - 1^ = $2,375 - $1.48 = $2,373.52. Ans. 

Example 2.— Reduce £r.lO,000 to dollars at: (a) 5.17^^-+-!^; 
{d) b.Ui--^, 

Solution. — (a) fr.10,000 at 5. 17j = $1,932,367; $19.32367 X tV 
= $1,207. 

fr.10,000 at 5.17^ + iV = $1,932,367 + 1.207 = $1,933.57. Ans. 
id) fr.lO.OOO at 5.17i - -^^ = $1,932,367 - 1.207 = $1,931.16. 

Ans. 

Table X shows the equivalent in cents of 1 franc at differ- 
ent rates from 5.141 down to 5.22i plus and minus iV, "iV, 
and 3*2 of 1 per cent. 

Similar tables may be made of the German and Dutch 
rates. Such tables may be used for conversion purposes, 
but it is not the general practice among bankers to do this 
except for sums in thousands. For example, fr. 100,000, by 
Table X, at a rate of 517i — A is equal to $19,317.63. Other 
amounts are converted by the use of the tables as illustrated 
in Tables VII and VIII, the fraction being added to or sub- 
tracted from the result, as in examples 1 and 2. 

Table XI is not used as a conversion table, but shows the 
application of these fractions to the French rates as well as 
to their equivalents in cents. This table also shows that the 
result of arranging these rates and their equivalents in their 
proper sequence is to make them cross one another, or, as it 
were, to interlace them. This is a very important factor in 
foreign-exchange transactions that frequently puzzles those 
not in active practice who do not arrange such tables. 

41. Fluctuation In tlie Kates. — In general, rates of 
exchange fluctuate from the par of exchange to figures above 
or below it, according to the relation of the supply of bills 
of exchange to the demand for them. The following state- 
ment shows the transactions that create a supply of bills of 
exchange, and those that create a demand for them. For 
clearness, it is made to apply to America, but it applies as 
well to all countries. 

176—4 
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StTFPLY 

Exf^oTts of merchandise of all 

kinds. 
Exports of fiecuntaes of atl kinds. 
Loans obtainetl from foreign 

CO un tries by Am*;ricufi banlcs^ 

etc,* 
Interest Oft loans made to foreigfii 

couD tries, 
Settlements of loans raade to 

foreign countries. 
Inveiitmutits of f(f reign capttnlists 

in American enterpmes. 
Income to Americans from their 

investments in foreign enter- 
prises. 
Sales, by Americans, of their 

investments to forei^ entet' 

prises. 
Expenses of foreign travelers in 

America, 
Expenses of foreign governments 

in Amenea, 
Freigbt. iDBumnce premiums, 

commissions^ etc. cnllected 

abroad and due to Ameficati 

houses. 
Insurance losses, etc. due to 

American beneficiaries by 

foreign companies. 
Gifts, educational, charitable, and 

other interests, for which 

money is received in America 

from foreign countries. 

The supply consists of: bills of 
exchange that have been drawn 
in America against foreign 
countries to cover some of these 
transactions; and bills of ex- 
change issued abroad and re- 
mitted by foreign c* inn tries to 
America in payment of other 
transactions. 

NoTK -After a carcftiL ^tudy oC the Above, it vrltl be fouDit ufleful to refer la lb* 

atfttement of thv way tb« buiiae*a ft condui^^ted, ruund tinder the dcanitien of th ' 



Demand 
Imports of merchandise of all 

kinds. 
Imports of secnrities of alt kindj 
Loans made to foreign countrii 

by American banks, etc 

Interest on loans obtained from 

foreign countries. 
Settlement.-? of loans obtained 

from foreign countries. 
Investtncnts by Amerieani 

foreign enterprises. 
Income to fore ig tiers from inv 

ments in American enterpns 

Seles by foreigners of their invest' 

ments in American enterpriies* 

Expenses of America Q travelers 

in foreign countries. 

Expensesof the American govern- 
ment in foreign counlries. 

Freight, insurance premiums, 
commisMons, etc. collected in 
America and due to foreifj 
houses. W 

Insurance losses, etc. due ^ 
foreign beneficiaries by Ame 
can companies. 

Gifts* educational, charitable, aa 
other interests, for whic 
money is sent lo foreig 
countries by America, 

The demand consists of: bills of 
excliange issued in America for 
remittance to foreign countries 
in payment of some of these 
transactions; and bills of ex- 
cltange drawn in foreign 
conn tries agninst America to 
cover other transactions. 



•A Icmn Ob I a Joe J from fi torelg'n country U ft credli to Amerie* onUI Its scttlemett 
Kt msttirltr, mid Ihercfore It AtfAit^n \q (J^^ supply. In the iatne war. a Icnan m44e t 
a forvl^rti ctimatrv iH a debit uRaiiist America until Its se^tUctnt^nt nt tuaturlty. 
therefore flgurve tti tbe demand. 
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TABLE XI 




• 




Value 


Value of 




Value 


Value of 


Rate 


of $1 


I Franc 


Rate 


of $1 


I Franc 




Francs 


Cents 




Francs 


Cents 


5.i8i 


5.18125 


.193004 


5.171^ 


5.175 


.193237 


5.172 -A 


5.17985 


.193055 


5.16I-A 


5.1736 


.193289 


5.18^ -f sV 


5.17963 


.193064 


5.i7i-f-^V 


5.17338 


.193297 


5.17^-1^ 


5.17823 


.193116 


5.16I-1V 


5.17198 


.193349 


5.18^ + -iV 


5.17801 


.193124 


5.17*4- -iV 


5.17177 


.193357 


5.17a - aV 


5.17662 


.193176 


'5.i6i — ^2 5.17037 


.19341 


5.i8i-h A 


5.17639 


.193184 


5.17*4- A 5.17015 


.193418 



In the transactions between America and each foreign 
country: 



>^ii excess in the supply of bills 

over the demand for them, at 

any one time, creates a credit 

balance in the foreign country 

in favor of America, and a 

credit balance abroad is a debit 

t>^ance in America. It also 

xx&Akes the rate decline below 



An excess in the demand for bills 
bver the supply of them, at any 
one time, is created by a debit 
balance in the foreign country 
against America, and a debit 
balance abroad is a credit bal- 
ance in America. It also makes 
the rate rise above par. 



^2. Bankers, however, make a practice of equalizing:, as 

{^T ^^s possible, the rates on different countries by readjusting 

ilx&3.T foreign balances. This is done by making transfers 

froTXi places where the bank's balances are larger than 

reci.t^ired to places where they are smaller than required. 

WtE^^^ver this process of equalization is made use of, it may 

\>e rxore accurate to say that rates fluctuate in each country 

as "the net balance of its balances with all countries. This 

readjustment of balances is not so perfect in its operation 

that the rates on all countries are entirely equalized, so that 

there are always slight differences between the rates. 

4:3. Export and Import Points, or Gold Points. — In 

general, rates do not rise above the gold export point; nor 
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do they decline below the gold import point; for example 
when America owes more to foreign cotin tries than thejj 
owe to America* the demand for bills of exchange Is nece^ 
sarily greater in America than the supplv. At such a timi 
ais has been shown, the rales in America rise above par. If 
the demand continues to increase more rapidly than 
supply, or while the supply decreases, America's debts 



/Ve#jj - 



wtmogmt 



.^SSEHL ^ ^^f^ 



Pw 



£it€$^ m St^^if 



PtO* 1 



/^/ 



Increasing, Cons 
quently, the rates wil 
rise still higher, until a 
point is reached whep^ 
it becomes as cheap or^ 
cheaper lo export golc&t 
in order to pay off th^^ 
balances due the foreign^ 
countries* That is it^ 
say» when, in America,^^ 
the rate for a bilJ o^^ 
exchange rises to ^h 
point at which it i^s^ 
cheaper to buy the nee — - 
essar^ amount of goliX. 
from the assa^ office, 
pack it, insure it, pajr 
freight and charges on 
it, and allow for loss by 
abrasion, and for th^ 
interest on the golJ 



.from its purchase to its arrival at destination^ the gold" 
export point is reached, and gold is shipped from New 
Vorkp On the other hand, when the reverse conditions 
exifit, thut \%, when America is the creditor nation, the 
supply of bills is always greater than the demand for bills. 
The rates in America then fall, as has been explained, and 
when ihey continue to fall until the gold import point is 
reached. America receives gold from abroad. 

Fig. ] illustrates the general principle on which rates 
exchange ^actuate in every country. It is composed of V% 
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equal fig^ires, one shown by means of dotted lines and the 
other by means of solid lines, placed one on the other in 
the positions indicated. The dotted-line figure represents the 
demand for bills and the solid-line figure the supply of bills. 
The relative widths of the two figures at any given point, 
as ab,cd,ef,gh, and //, show the relation between the supply 
and the demand. 

Theoretically, at ab, where the two figures cross each 
other, indicating equal supply and demand, the rates will 




America 



€cf^ /mportPofift 
fbre/f/f Cwntry 



Pxo. 2 



T:>e at par; at cd^ where the demand is greater than the 
supply, the rates will be above par; at ^/, the demand 
l:3ecomes so much greater than the supply that the rates will 
x^^ach the gold export point; at ^^, where the supply is 
^^reater than the demand, the rates will decline below par; 
SLiid at /y, the supply becomes so much greater than the 
<:l.emand that the rates will reach the gold import point. 

Practically, however, there is no doubt that the fluctuations 

i« the rates do not strictly conform to this rule. That is to 

ssay, equal supply and demand will not necessarily exist when 

exchange is at par, but may be found when it is above or 

t3elow par; and the greatest difference between supply and 

demand will not necessarily exist at the gold export and 

ixnport points, but may be found at points below the export 

and above the import point. This is largely due to the fact 
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that ther^ is no central bureau of exchange ot which all banks 
are required to report their foreign-exchange traos^ictions, so 
that it is impossible to know the daily totals of those Irans- 
actions and the actual relation between supply and demand. 
Speculation is also sometimes responsible for changes 
in rates. 

It will be seen from the preceding that, in exchange 
transactions between two countries » as the rate rises in one 
eouDtry it falls in the others, and therefore that when th^ 
export point is reached in one the Inrport point is necessartlj 
reached in the others. This is a seesaw action as shown i^ 
Fig, 2. 

44. Iloadjiistments and 8ettleinent8. — ForeJ£ 
exchange transactions, however, do not stop for the readjus^ 
ment and settlement of international balances. While thi 
debtor country is adjusting its balances, or discharging iti 
obligations by shipping gold, the supply of export and other 
bills generally increases sufficiently to cause a decline in thij 
rate below the export point and the movement of gold 
stopped. 

The position of exchange, that is, the position of the rat^ 
with relation to the mint par and the e.^port and impot 
points of gold, indicates the extedt to which one country 
the debtor to the other. 

The ability of a country to discharge its obligations iij 
gold when the export point is reached is an indication of it 
financial strength. 

45, Term** Vnt^il to DoBcrlhe Flnetttiirlons In Ilnt< 
and Their Meniiliiir,— Exchange is said to be AtX^/t or A?| 
according to its relation to the gold export point or to il 

gold import point. It is high when it approaches or reache 
the export point; it is low when it approaches or reaches 
import point. 

Exchange is said to have advanfed, gone up^ ri^euT 
jumped^ or to have dtc lined ^ goiw down^ faikn^ or dropped 
according to whether it produces less or more in the for 
eign unit than was produced by a former quotation. 
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conversely, according to whether the foreig:n unit produces 
I more or less In the domestic unit. It has advanced when it 
B produces less in the foreign unit, and it has declined when it 
V produces more in the foreign unit. It is necessary to keep 
■ these facts clearly in mind, because since rates between 
H countries using different monetary systems are quoted in 

two different ways, as already described » one being the 

■ converse of the other, it is the result that determines whether 
a change in rate is an advance or a decline, and whether one 
I quotation is higher or lower than another. Table XI 
illustrates this, for it shows that as the values in cents 
increase, the values in francs decrease. Applying the illus- 
tration of sugar already used: In one case, a change in 
the price from 5 cents to 5i cents per pound is an advance, 
3^nd in the other case, a change from 9^0 kilograms to 
Smj kilograms is an advance* since in both cases less sugar 
%?vould be obtained for $L 



L 



46, An advance in rate is shown: (a) By an increase 
in the figures of the rate, if the rate is stated in the unit of 
t.he country in which it is quoted. For example, rates on 
London are quoted in America in the American unit; there- 
fore, a change in the rate from 4*86 to 4.86i is an advance, 
teecause it is an increase in the figures of the rate, also 
fcecause a rate of 4*864 produces less in sterling than a rate 
of Am, as follows: $10,000 at 4.86 ^ £%mi 12s. 3d.; 
S10,000 at AM\ - /2,056 10s. 

it) By a decrease in the figures of the rate, if the rate is 

tated in the unit of the country on ii^kich it is quoted, 

"Where a fraction of 1 per cent* is used as part of this rate» 

plus sign before the fraction decreases the net figures of 

■the rale below the fixed part. The rates on Paris are quoted 

in America in the French unit; therefore, a change in the 

rate from oJRi to 5,17^ is an advance, because it is a 

decrease in the figures of the rate; that is, a decrease in the 

number of francs produced by $1. and this is an advance. 

A change from 5.18i to 5.18i + A is also an advancep 

because bv reference to the calculations of francs it will be 
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seen that 5J8J + iV is equal to £r,o-1780l2, which is less 
ibari fr.5J8125. 

An advance ia rate is also shown by a dxi^easi m the 
dtscountp or by an imrtase lo Ihe premium. 

47. A decline in the rate is shown tu the re\^erse way: 
(a) By a decline in the figures of the rate, if the rate is stated 
In the unit of the country in whuh it is quoted. A change 
in the sterling rate from 4,86^ to 4,86 is a decline, (i) By an 
increase of the figures of the ratet if the rate is stated in the 
unit of the coiintry an whuk it is quoted* A change from 
5;17i to 5JSi is a decline^ alsOt a change from 5.171 to 
5J7i — iV is a decline, {c) By a decrease in the premiuin 
or by an increase in the discount. 

48. Actual Rates and Posted Rates. — Actual rates 
are those at which exchange is sold in large amounts — whole- 
sale rates. Footed rates are those at which exchange is 
sold in stnall amounts and are so called because they are 
posted or hung up in a prominent place in every foreigrn- 
exchange office; they might be called retail rates. 

49. How Itotes Are Established. — There is oo central 
bureau for foreign exchange, corresponding to the Stock 
Exchange, the Cotton Exchange, the Board of Trade, where 
rates of exchange are made and where exchange transactions 
are recorded. Rates are established in the financial centers of 
each country: in New York for America, in London for 

I Great Britain, in Paris for France, in Berlin and Hamburg 
for Germany, etc* For example, in New York, each bank 
fixes its own opening rates about 10 a. m. every day. In 
order to understand the operation, it is necessary to bear the 
fact clearly in mind that the principal financial center of 
the world is practically the controlling factor in establishing 
rates of exchange on other centers, London has, witti 
scarcely a break, occupied that position for more than a 
century. On a few occasions, Paris has temporarily acquired 
the position, but it has reverted to London in a short time. 
Therefore, in this explanation, London will be taken as the 
controlling center, as shown in Fig. 3, The rate between 
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London and each center is indicated by a continuous line, 
and those between New York and the continental centers by 
broken lines. The London rate is arrived at in each center 
more or less independently of the London rates at other 
centers. Each morning, the New York banker receives cable 
advices from London and the continental centers. The 
London cable gives the London rate on New York, and 
sometimes those on the continental centers; the continental 
cables, among other things, give their respective rates on 
London. Having in the first place established the London 



w"^" Fig. 3 

rate, the New York banker takes, for example, the Paris rate 
on London as given in the Paris cable and by calculations 
determines what his Paris rate shall be. In this way, he 
proceeds through the list until the New York rate for each 
center is established. 

It will thus be seen that as London is the financial center, 
the fluctuations of the continental rates in New York are 
largely the reflections of the fluctuations in the continental 
rates of sterling. 

Each rate obtained in New York is, however, subject to 

some modifications as a result of the special influence of one 

or more of the following conditions: (a) The closing rates 

of the previous day; (d) the cable advices received from 

each of the principal foreign financial centers showing the 

condition of the respective money markets, the private rates 

of discount, the exchange rates between themselves, and 

their bids and offers; (c) the receipts of exchange and the 

demand for it contained in the morning domestic mails, the 

bids for exchange and offerings of exchange received by 

wire from other foreign-exchange banks; (d) the condition 
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of the local money ami stock markets; (r) the condition of 
the foreign balances al the close of the previous day; 
if) maturities of foreign loanst contracts for the day» pro- 
visions for future contracts^ oew loans, etc*; {g-} the export 
and import market; (//) commercial, financial and political 
^ events of such importance as to promote or interfere with 
international commercei weaken or sireugthen a natian*s 
credit, disturb international relations, or the internal peace 
of a nation; and in fact anything that affects interchange of 
credit by the laws of supply and demand, and the normal 
movement of gold in the settlement of international balances. 
All these factors, with varying degfrees of importance, are 
considered by the banker before deciding whether to bid for 
exchange ^ or offer it; whether to do both or neither; and 
what rates he will ask and what rates he will bid* 

50- llo\v Rates Are Given Out.— Rates are given out 
in two way Si (1) By brokers who make a circuit of the 

principal foreign-exchange banks^ obtain the rates each has 
fixed and opinions or estimates of what is called the foreign- 
exchange market; (2) by the banks themselves, who ask of 
and quote rates to one another by telephone* The brokers 
having determined the average bid and asked rates on 
London, Paris, Berlin, etc, from the information thus 
obtained, and the general state of the market, immediately 
telegraph the rates to their bank correspondents in other 
cities, such as Philadelphia, Boston, Chicago, St, Louis, 
New Orleans, San Francisco* and describe the market as 
strong, weak, or stead y» according to their judgment of the 
indications, staling whether it is likely to advance, or decline, 
or remain stationary, 

51. Sensitiveness of the Hates,— Rates of exchange 

are extremely sensitive to everything of importance com- 
mercially, financially, and politically. While in an inactive 
market they may remain practically unchanged throughout 
the day, and indeed for several successive days* in an active 
or uncertain market they fluctuate rapidly, rising and falling^ 
in response to any changes in conditions. This is especially 
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true in the principal centers of foreign exchange, such as 
New York, Philadelphia, Boston, Chicago, in America; 
London, Paris, Berlin, in Europe. Therefore, to be suc- 
cessful in handling foreign-exchange transactions one must 
be a careful and intelligent observer of all conditions that 
are reflected n the rates of exchange. Fig. 4 shows the 
fluctuations it the rates in New York for demand bills of 
exchange on London, Paris, and Berlin in the years 1904, 
1905, and 1906. 

SUMMARY OF MONETARY EVENTS SINCE 1786 

52. The following condensed history of monetary events 
is interesting and also shows the trend of all nations to a 
grold basis. 

1786. Establishment of the double standard in the United States with 
a ratio of 1 to 15.25; that is, on the basis of 123.134 grains of fine gold 
for the i eagle or $5 piece, and 375.64 grains of fine silver for the 
dollar, without any actual coinage 

1792. Adoption of the ratio of ' to 15 and establishment of a mint 
with free and gratuitous coinage m the United States; the silver dollar 
equal to 37l|^ grains fine, the eagle to 247^ grains fine. 

1803. Establishment of the double standard in Prance on a basis of 
the ratio of 1 to 15 i, notwithstanding the fact that the market ratio 
was then about 1 to 15. 

1810. Introduction of the silver standard in Russia on the basis of 
the ruble of 17.99 grams of fine silver, followed in 1871 by the coinage 
of imperials or gold pieces of 5 rubles of 5.998 grams, therefore with a 
ratio of I to 15. This ratio was changed by the increase of the 
imperial to 5 rubles 15 copecks, and later to 1 to 15.45. 

1815. Great depreciation of paper money in England, reaching 
2^2 per cent, in May. Course of gold, jC^ 6s., and of silver 71^ pence 
per ounce standard. In December, the loss was only 6 per cent. 
Gold at this period was quoted at £4 3s., and silver at 64 pence. 

1816. Abolition of the double standard in England, which had had 
as its basis the ratio of 1 to 15.21, and adoption of the gold standard 
on the basis of the pound sterling at 7.322 grams fine in weight 
Coinage of divisional money at the rate of 66 pence per ounc 
E -treme prices, ;f4 2s. for gold and 64 pence for silver in Januar 
jfll IRs. 6d. and 59} pence in December. Substitution for the ratio 

1 to 15.5 in Holland, established by a rather confused coinage, of t e 
ratio of 1 to 15^^. 
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1857. Conclusion of a monetary treaty between Austria and the 
German States, in accordance with which 1 pound of fine silver 
(^ kilogram) was stamped into 30 thalers or 52^ florins of South Ger- 
many, or 45 Austrian florins, resulting in 1 thaler equaling if German 
florins or 1^ Austrian florins. Silver, 6l|^ pence. 

1861. Law decreeing the coinage of gold pieces of 10 and 20 francs 
exactly equal to French coins of the same denomination in Belgium. 
Silver, 61} pence. 

1862. Adoption of the French monetary system by Italy. Silver, 
61t^ pence. 

1865. Formation of the Latin Union between France, Belgium, 
Switzerland, and Italy on the basis of a ratio of 1 to 15^. Silver, 
61-^*^ pence. 

1867. First international monetary conference held in Paris. 

1868. Adoption of the French monetary system by Roumania, with 
the exclusion of the 5-franc silver piece, which was, however, stamped 
in 1881 and 1883. Silver, 60^ pence. Admission of Greece into the 
Latin Union. The definite and universal introduction of the French 
monetary system into the country was effected only in 1883. Adoption 
of the French monetary system, with the peseta or franc as the unit, 
by Spain. The coinage of alphonses d'or of 25 pesetas was made 
only in 1876. 

1871. Replacing of the silver standard in Germany by the gold 
standard. Coinage in 1873 of gold pieces of 5-, 10-, and 20-mark 
pieces, the latter weighing 7.168 grams fine. Silver, 60^^ pence. 
Establishment of the double standard in Japan with the ratio of 
1 to 16.17 by the coinage of the gold yen of 1.667 grams and of the 
silver yen of 26.956 grams, both with a fineness of .900. 

1873. Increase of the intrinsic value of the subsidiary coins of the 
United States. Replacing of the double standard by the gold standard. 
Reduction of the cost of coinage of gold to ^ per cent., the total 
abolition of which charge was decreed in 1875. Creation of a trade 
dollar of 420 grains with a fineness of .900. Silver, 59:J^ pence. Sus- 
pension of the coinage of 5-franc pieces in Belgium. Limitation of 
the coinage of 5 francs on individual account in France. Suspension 
of the coinage of silver in Holland. Formation of the Scandinavian 
Monetary Union. Replacing of the silver standard in Denmark, 
Sweden, and Norway by that of gold on the basis of the krone. 
Coinage of pieces of 10 and 20 kroner, the latter weighing 8.961 grams, 
with a fineness of .900. 

1874. Introduction of the system of contingents for the coinage of 
5-franc silver pieces in the Latin Union. Silver, 58-jV pence. 

1875. Suspension of the coinage of silver on individual account in 
Italy. Silver, 56| pence. Suspension of the coinage of silver on 
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accoimt of tbe Dutcli colonies, tn trod net icm of tbe double Btandard, 
in Holland, on the basis of Ihe ratio of 1 to l^A^t by the creation of a 

gold piece of 10 florins, wetghmg: 5.04i grams hae, wtth the main* 
tenaDce of the suspension of the coinnge of stiver. 

187fl Great fluctuations in the price of sUver, which declined 
4f5} pence, representing the ratio of 1 to 20 172, in July; recovety, 
Deceraber* to 58 J p^nce. A%*erage price* 52f pence. 

JHT7. Coinage of 5-franc silver pieces by Spain eontinned later, tiai 
withstanding the decline of silver in the market. Silver, 54 f pence* 
Replacing of the double standard in Finland by that of gold on the 
basis of the mark or franc. 

1878. Act of United States Congress prov^idi^g for the purchx 
from lime to time, of silver bullion, al the market price thereof, of 
less than f2, 000^000 worth per month as a minimnra. nor more than' 
$4,l)t]Of1X>0 worth per month as a maximum, and its coinage as fast as 
purchased into silver dollars oE 412 jf grains. The coinage of silver on 
privateaccountprohibited. Silver, o2-j%peDce. Meetingofthesecooc] 
international monetary conference in Paris. Prolongation of the Latfc 
Union to Jan nary 1, 1886, 

187ri. Suspension of the sales of sliver by Germany. Silver 
51 1 pence. Resumption of specie payment by the United States. 

Jg81. Third international monetary conference in Paris. Silvcft 
51 1 i pence. 

1H8S. Introdnction of the double standard in Egypt, Silver^ 
48} pence. Prolongation of the Latin Union to January 1, 189L 

1886. Great decline in the price of silver, which fell in August td 
42 pence, representing a ratio of 1 to 22.5, and recovery, in December J 
to 45 pence* Modifit-atioti of the coinage of gold and silver pieces in 
Russia. Silver, 4oJ pence. 

1887, Retirement of the trade dollars by the Government of the 
United States in February. Demonetization of the Spanish piasters, , 
known as Ferdinand Carolus, whose reimbursement at the rate 
5 pesetas ended on March IL New declines of silver in March 
44 pence, representing the ratio of 1 to 21,43. Silver, 44| pence, 

18TO, In the United States, repeal of tiie act of February 28, 187^ 
commonly known as Bland-Allision law; and substitution of authority^ 
for purchase of 4,500,000 fine ounces of silver each month, to be paid for 
by issue o£ Treasury notes payable in coin, (Act of July 14, I8t>0.) 
De m o net i nation of 25,(XM>,0(K* lei in pieces of b lei in Roumania in 
consequence of the introduction of the gold standard by the law ol . 
October 27 > Silver, 47|i pence. 

1801, Introduction of the French monetary system in Tunis on tbi 
basis of the gold standard. Coinage of national gold coins ao^ 
billon, Silver, 45 1^ pence, 
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1892. Replacing of the silver standard in Austria-Hungary by that 
of gold by the law of August 2. Coinage of pieces of 20 crowns, con- 
taining 6.098 grams fine. The crown equals ^ florin. Meeting of 
the fourth international monetary conference at Brussels. Production 
of gold reaches its maximum, varying between 675,000,000 and 
7^4.000,000 francs. Silver, 39jf pence. 

1893. Suspension of the coinage of silver in British India and of 
French trade dollars on individual account. Panic in the silver market, 
in July, in London, when the price fell to 30^ pence, representing the 
ratio of 1 to 30.92. Repeal of the purchasing clause of the act of 
July 14, 1890, by the Congress of the United States. 

1895. Adoption of the gold standard by Chile. Russia decides to 
coin 100,000,000 gold rubles in 1896. 

1896. Costa Rica adopts the gold standard. Russia decides to 
resume specie payments. 

1897. Adoption of the gold standard by Russia and Japan. Peru 
suspends the coinage of silver and prohibits its importation. 

1898. Ecuador limited the tender of silver coins to the amount of 
10 sucres. 

1899. India adopted the gold standard at the rate of 15 rupees to 
1 pound sterling (British standard). 

1900. United States adopted the gold standard. Ecuador adopted 
the gold standard. 

1901. San Domingo adopted United States gold as standard. 

1903. Colombia adopted the gold standard. Philippines adopted 
the gold standard. 

1904. Panama adopted the gold standard. 

1905. Mexico adopted the gold standard. 
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TBKHS AND DEFINITIONS 
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1, Bills of ExchanKe, — A bill of exebanffe is an 
unconditional written order from one person to another, to 
pay to a specified person or to his order a £iven sum of 
money* It may be payable on demand or at sight, or at a 

fixed or determinable future time, as.^ days or months 

after date or after sight. It is an order for money that is in 
negotiable form. It is frequently spoken of as a irii/ or as 
txfkange; in writing it is referred to by the abbreviation B/Ex. 

2» Drafts. — The term draft is frequently used inter- 
ebangeably with the term bill of exchange. It is, however, 
a more general term, and covers both written orders for 
Tnoney that are in negotiable form and those that are not 
in negotiable form. Strictly speakings a conditional order, 
or one that is not payable on demand or at sight, or at any 
fixed or determinable future date, is not negotiable. For 
example, an order payable 10 days after the arrival of a 
specified steamer at a specified port, or on the arrival of 
goods, is not negotiable, because (1) its payment is con- 
ditional on the arrival of the steamer or the ^oods, and 
(2), since the steamer or the goods may never reach their 
destination, it is impossible to determine when the order 
will be paid. It is therefore a draft and not a bill of 

€t^gwigkUd *y /mierftattoHal T^ttha^ Ow^njf. Enttrid at Staitcmti' H9IL Umdm 
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^«ctifinffe. Thiiftt whil© every bill of exchangre is a drafts 
#?«f jr df lift In not m bill of cMbange. 

9. Crtlf^rkii, flltrHt imim^ ntid Demiincl Bills.— A.^ 

Hiic'^ * I .l^?r !or money that is drawn on a bank or o*^** 

* bni < . and that it payable an demand to the paye^ « 

fjt to hin order, or to the benrer, is called a cheek (spelb 
a1«o r Ik 1 . . i i «ide of America ) . The words * * on demand 
do Dot 4: V appear on a check. The drawing of a chec^s^ 

prctuppoaeti a deponit of fimdft to the credit of the drawee^ 
Id the hank or banking house on wbicb it is drawn. 

Slffht IiIUm and dt^tiuititl bills are generally drawn on 
inefcltafits and others, thotigb they may be drawn on bankers 
as well. They do not» however, imply or presuppose any 
deposit of funds to the credit of ibe drawer, as in the case 
of cbeck:i. 

4, Parties to a BUI,— The drawer of a bill is the 

person thai draws or makes it. 

The di^i^^ee of a bill is the person to whom it is addressed; 
that is, the person on whom it is drawHi and who is expected 
ID pay it. 

The aeceptor of a bill is the person that, by writing 
oame on its face under tbe word ''accepted/' engages or 
aifrees that it shall be paid when due. He is usually the 
druwtfe. An aceeptanee is the common lemv given to a 
bill that is payable at a fixed or determinable time after datM| 
or alter sight, and that has been accepted by the drawee. ™ 

The payee of a bill is the person to whom or to whose 
order it is to be paid. The payee of a hill may be a third 
person « or the drawer, or the drawee of the bill. If the 
drawer, the bill is drai^^ payable to the order of "myself" 
0€ '* ourselves'*; if the drawee, it is drawn payable to the 
onler of '" yourself" or '* yourselves/* 

The holder of a bill is the person that is in possession of 
It either as payee, or as Indorsee, or (il payable to bearer) 
as the bearer of it- 

The l>e«irt^r of a bill is the person in possession of a bill 
Ibal b pay^bl^ ^^ bearer, whether, by the form of its 
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indorsement, it has been made so, or whether it is drawn 
to ttic order of bearer. 

The Indorser of a bill is any person that signs his 
jxsLm^ o^ it, other than as drawer or acceptor (see Foreign 
Ejcc:^tange, Part 3, under the heading Indorsements). 

rriie Indorsee of a bill is the person to whom a bill 
is indorsed, or the holder of it, if it is drawn to bearer 
ox- is indorsed in blank (see further explanation under 
Indorsements) . 

S • Negrotiation of Bills. — ^To negrotiate a bill is to 

tr^xzksfer it to another for value; that is, to sell it to him or 
to Jtm^ave it discounted or credited by him. 

-Ak^ bill of exchange has been negotiated when it has been 
ii::K3. ^Drsed by the holder and delivered by him to another 
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Fig. 1 

^eiTSon for value; but a bill that is payable to bearer may be 

ne gfotiated by delivery only; that is, without the indorsement 

of the holder. The indorsement of a bill payable to bearer, 

ho'wever, is generally required in order to permit of the 

trsicing of the several holders. 

The delivery of a bill is its transfer from one person to 

another. The place of delivery is the place where the person 

(wbether payee or indorsee) to whom a bill is transferred 

teceives it. For example, the place of delivery of a bill sent 

by mail from New York to Hamburg is Hamburg, although 

it is drawn or indorsed in New York. 
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Indorsement is the writing of one's name on a bill of 
exchange otherwise than as acceptor or drawer. The dif- 

Redmond & Company 
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ferent forms of indorsement are explained in Foreign 
JExchange, Part 3. 

6. Forms of Bills of Exchangre. — Bills of exchangee are 
issued singly or in sets of two or more parts. When issued 
singly they are called sola and are generally so marked; 
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in Fig. 1 is shown a 5^/^ check and in Fig. 2 a sola bill. 
Sola checks and bills are rarely used except for small 
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TRANSLATION 

BANK OF PARIS AND OF THE NETHERLANDS 

Joint Stock Co. 

Capital, 125 Million Francs 

Head Office: Paris, 3 Rue d'Antin 

Branches: Amsterdam, Antwerp, Brussels, and Geneva 

No. 4914 Paris, Aug. 31, 1872 

Norddeutschc Bank 
in Hamburg 
On the twelfth of September next, be good enough 
to hold at the disposition of the Public Treasury, or of 
its representative, against the delivery of this Delega- 
tion duly receipted, the sum of Eleven Million Eight 
Hundred Thirty-six Thousand Seven Hundred Twenty- 
eight Marks Banco 13/3, which debit to our account. 
Accept, Sirs, our distinguished salutations. 

Bank of Paris and of the Netherlands, 
(Signature) 
Pay to the order of the Gennan Treasury 
Paris, Sept. 1, 1872 
The Minister of Agriculture and Commerce 
Acting, pro tern, for the Minister of Finance 
(Signature) 
Good for M, B°, 11,836 J28,13/S. 

Pig. 7 

Note.— The Afark Banco was a money of account formerly in use in Hambunr. 
btsed on silver, and consisted of 16 schillintre and 12 pfennigre each. The law fixed 
the proportion of this currency to the new (present) currency at M. B. 100 = M. 150. 

amounts. When issued in sets of two, checks are generally 
marked ortgi?ial and duplicate, as shown in Fig. 3. Other 
bills are generally marked /»5/ and 5<fr^;/^( see Fig. 4). When 
issued in sets of ^three they are generally marked First, 
Secofid, Third, although the words Origiyial, Duplicate, Trip- 
licate are sometimes used instead (see Fig. 5). It will be 
noticed in these figures that each bill of a set of two or 
more parts contains reference to the other part or parts. 
This is essential, for, if it is not done, it is clear that each 
part becomes a separate bill in the hands of a bona-fide 
holder. 

The reason for issuing bills in sets is to avoid the incon- 
venience and frequent loss of interest, etc. that would result 
from delays in their delivery if issued singly. These delays 
might be due to the loss or miscarriage of the bills in the 
mail, or to other causes. It is customary to send the 
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different parts of a set b7 difiTerent steamers, so that, if 
one is lost or delayed, the other becomes available. 

If the holder of a bill loses the sola, or a part or all the 
parts of a set before it becomes overduei be ma^ applj to 
the drawer for a copy. The drawer is obliged to issue 
such a copy clearly marked copy, but he may require of the 
bolder satisfactory security indemnifying^ him agaiiist all 
persons in case the lost bill ia found* The drawer should 
notify the drawee of the loss and of the issue of the copy or 
copies* Some persons prefer to isauc new bills rather than 
to give copies. 

7* I>eleiufatloni — A delefratlon (called also a letter pf 
delejE^atwn) is a non-negotiable order from one banker or 
merchant to another for the payment to a specified person, or 
for the receipt or collection from a specified person, of a 
specified sum of money. Fig. 6 (of which a translation is 
given in Fig. 7) is a reduced facsimile of a delegation, 
covering part of the payment of the French indemnity to 
Germany at the close of the Franco -Prussian war. 

8. Cable. — A cable, or telejfrinililc triinsfer, is an 
order, sent by submarine cable or other telegraph, for the 
payment of money. It is evidenced: (1) by the written 
order of the purchaser or person for whom the transfer is 
made, addressed to the transmitting bank, requesting the 
transfer of a specified sum of money by cable to a person 
whose name and address is stated (see Fig. 8* in which the 
special clause regarding delays and errors in transmission 
should be particularly noted); (2) by the acknowledgment 
or receipt of the transmitting bank, instead of by a bill of 
exchange (see Fig* 9); (3) by the cable or telegraphic des- 
patch; and (4) by the receipt of the payee given to the 
drawee or paying bank in duplicate (see Fig* 10), 

9. Damlelleil B11K--A aotnlelted btll is a bill that is 
drawn on one place, but is made payable in another. A bill 
may be domiciled at a different place from the address of the 
drawee, although in the same city, or it may be domiciled in 
another city of the same country or in a city of a different 
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10, Inland and Forelj^n Bills. — An inland bill is 

one that is payable in the country or state in which it is 

drawn. A foreigrn bill is one that is payable in a country 

or state other than the one in which it is drawn. In America, 

bills of exchange on all parts of the country are commonly 

spoken of as domestic billsy and those on foreign countries 

a.s foreign bills, 

TIMK BlliliS 

11, Time bills are distinguished as short bills and long 
^iils. Short bills are those which are payable 1, 3, or 
& days after sight, or from 7 days to 30 days after sight or 
^fter date. liongr bills are those which are payable 45, 60, 
^0, 120, 150, 180 days, etc. after sight or after date, or 
^, 3, 4, 5, or 6 months or more after sight or after date. 

^he abbreviations used to distinguish them are d/s, 

^ flf/fl?, mis, mid, meaning so many days after 

^ight or after date, and so many months after sight or 
^.fter date. 

In foreign countries, bills are sometimes drawn payable 
^ number of usances after sight or after date. By usance is 
^eant the customary time, or the time for payment fixed by 
^ustom. For example, if the usance between London and 
^^.msterdam is 1 month, bills might be drawn payable **at 
xisance" (=1 month), **double usance'' (= 2 months), or 
•*half usance" (=15 days). Where the usance is 2 months, 
doable would be 4 months and half would be 1 month. 

In foreign countries, bills of exchange are also frequently 
ma<3e payable at a fair or market. In some countries, the 
law provides that such a bill shall become due the last day 
of the fair; in others, on the day following the last day. 
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CJLEAK BILLS 

12« A clean bill is one that has no papers or docunsents 
attached to it as collateral security for its acceptance 
paytnent. 

Note. — The form — is used freqtiently itt foreie^n banking. In 
this case it means acce^iattcf and paytftrni , or a^cepiancf ifrfuym^mt 

Clean bills may be divided into hankrn, mmmrrtmi^ ai 
miueltantmts biiis. 

13* Bankers' Bills*— Baukcrs^ bills are those drawn 
by bankers on their foreign correspondents. They consist 
of checks and long bills. Bankers' checks are bought by 
merchants and others for remittance to their correspond- 
ents in foreign countries. They are also bought from one 
another by bankers for remittance to their several foreign 
correspondents, exactly as domestic banks buy exchange 
from one anothen 

Cable transfers are not bills of exchange, for they are not 
negotiable. They do, however, transfer credit as do bills of 
exchange, and therefore may be mentioned here. Cable 
transfers are usually made by bankers, although merchants 
and others may and do make them wh^n circumstances 
require. They are bought and sold as are bills of exchange. 

Letters of delegation are sometimes used by bankers for 
transfers where the payee has an account with the drawee or 
with one of his cortespondents, or where payee and drawee 
are one* 

What is known in Germany as the giri>^ €<mi^ transfer m 
be mentioned here, although it is used only for inland trai 
fers* The Reichsbank {the Imperial Bank of Germany) hi 
one or more branches in all the principal cities of Germany. 
Every German bank and nearly every merchant of importance 
keeps an account with the Reichsbank. No interest is allowei 
on balances; but all depositors are given facilities for 
transfer of money from one branch to another. A direct o] 
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^f depositors is published b^r the bank; and, i| 
ibis, Tnercbants that are depositors usually prinf! 
the Reichsbank on their letterheads and billheac 
itor in one city wishing to make payment to aj 
another city requests the Reichsbank to transfer] 
amount by mail or telegram to the credit of the otn 
l^e either deposits the sum or it is charged to 
^jjcl he is gfiven a receipt. The bank then insti 
^y^-ular branch where the payee deposits to plaoi 
#^c3» ^"^'^ credit for account of the sender* 

'% -4* Bankers^ loiii; bills are generally dra' 
j^j 3^ s * sight or date, but may be drawn for a shoi 
li^-^r^ ^' According to the usage in some conntri 
J ^^ ^reat extent take the place of checks in 

^^_^ j;oxi5, so that settlements are required and rei 
j^^ ^^dS^^ by bankerjh* long bills on London, Paris,! 
\^ ^^^•MT'^^ ? etc; consequently, numbers of them ail 
l^^_^ ^^j^ ^^ lit by foreign exchange banks. In Amerid 
^^^^^ 1 ^u'gely issued for the purpose of obtaining f^ 
^l^^^^s^x. so issued they are drawn for large amd 
rn as finance biHs, \ 
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5, Coiumerclal Bills. — Commercial 

those drawn *by merchants in one countrj 
^ liants or bankers. These bills are usually d 
,t from 1 to 60 days* sight, comparatives 
Tk at more than &) days* sight. They are ua 
of trade— such, for example ^ as in the tq 



In tL'tois case, many shippers forward the shippinj 

\^Y TTi^iail direct to the consignees and n^gotisi 

billys drawn against them. Clean bills are ^Iso A 

bal^^^^ces of accounts. Some commercial houi 

eitt^^Tisive foreign business find it convenient ^ 

accoxints in London ^nd e!sevvhere» and sometiaj 

tVieiir own checks drawn on these banks. Therd 

Viomses that make a practice of remitting their i 

(>n their local banks. These are negotiated b 

Oarough foreign exchange banks like other fore 
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16. Miscellaneous Bills. — Miscellaneous clean bills 

include all others: such as those of insurance and steamship 
agents, captains, and others, which are drawn on their princi- 
pals or representatives; and those of diplomatic and consular 
representatives, which are drawn on their governments. 
Under this head may also be mentioned disbursements notesy 
although, being non-negotiable, they cannot strictly be 
classed with bills of exchange. These notes, however, are 
collected by banks in the same manner as drafts and bills of 
exchange. The following will explain their use: The 
master of a steamship or sailing vessel is obliged to incur 
expenses at every port he visits. Sometimes, to cover these 
expenses he draws a clean bill on the owners, and this is 
generally negotiated as are other clean bills. At other 
times he gives a Disbursements note, as shown in Fig. 13. 
This is drawn to the order of the agents, who generally pay 
the bills for the ship's account, at the port where the 
expenses are incurred. It is made payable from 1 to 5 days 
after the arrival of the vessel at the port named in it; in this 
particular form, the time is 3 days. An examination of the 
note will show the rights of the agents and subsequent 
holders in case of non-payment of the note. It is generally 
customary to require that a certificate of insurance on the 
ship be attached to the note, as security in case of her loss. 



DOCUMENTARY BULLS 

17. A documentary bill is one to which are attached 
negotiable shipping documents that are the evidence of the 
shipment of the merchandise against which the bill is drawn. 
These documents are attached to the bill as collateral security 

for its acceptance payment. 

The drawer of a bill may attach to it one or more invoices 
or other papers having no negotiable value, or he may attach 
a full set of documents such as belong to a documentary bill, 
but in a non-negotiable form. None of these contribute in 
any way to the security of the banker, because they do not 



** ;** Tj;; >; tit*r*r'r*: ^5i'-.i'-:i >■ c LitiiL uIL. Tilt r'yrwicr&sj 

7*Tit -uu'j'r-:*? '/ c ■ '--'JTi/iritr'jjc^ ijil^r — Tribl :*- b:Ij* That m 
'.ri-vn 'cziAVU^' KT'^-rrx v: r«*r'ji;si:ii::iit triL.— art dc^nnuraiaiy 
tj;!^; It. 'rci»r Hit: Hit ;ji:r::Mt«r rjf iiaii £ :;:':i.3i£rrcia3 bill 
tijyy T;itvt xr'-»'iV 'JO.' -fc* trill ^^mr*;:?- fjr n b* 2m«: obrarn from 
tii» ».tjf;j;M-r o; li^rutT a.\" 'i'>:::rsj*n.ti iieia:*i«trT to ^x-e him 
'^'/Tii.To. '/f \ui m*?: 'j:-5fiii.*:bt fix wr.j-ji tiit r;:~ ha&beaa drawn, 
ail':: rniujaTj::t or. r -rrffiLiK,! i'-r Lh ;roi*jitici2 ii: case of loss 
f^y "uaTTia^*-. I'rjt jj*;'j*:5.«*arT ii'>cstij*n.tT» i-yn*»ist of some or 
all of :ri*: ^C'jjowjug. a^ji'/rciaiii: to tbt kmci of merchandise, 
atiO t^it u»*ii:t aD*5 law* :l rts-pfjii to it of the conntry to which 

1. A fuJi i-tt OT fal] Mrt* of b:Ij«! of lading. 

2. A c-*rnihc;ale or c^trrtsfixiatt?^ '■'f insoirance fully covering: 
tht ralut of iht bill. ;: the jjood* art insured br the shipper; 
or. :if trjey are ixis.'xxrfi^l by the c-or;>:grrjet. as is sometimes the 
i;*;'!'; L wr;Tterj «'tattn';'jrjt !^ tha! ef?e:t by the shipper. 

*.i. A hyy>othtcat:orj ;>'^iwer. 

4. r.*rn;fjcates '<! wei;:rii. :r.S7^:::oi2. c»ri^in, or health, 
a'/,''rO!rj;;» t^» the re^juirement^ r^i the particular line of trade 
;r, T-*'; i''Urjtry to which the goods are cr>r.s:g:ned. 

'' A'. :rj voice or invoices, plain or consular, accordinsr to 
re'-"j::errjerjls. 

18. BIJJ of Lading.— A bill of lading, the sign for 

V.' :'.^ i«i h I^, is the receipt of a railway, steamship, or other 
-•o' -j^onsition company for g:oods delivered to it for trans- 
:.'.-'ivorj. together with a contract to make proper delivery 
'.• T.e-.e goodrs for a consideration. As known to the foreign- 
* 7' :.-'^' '^'z banker, there are two greneral kinds; namely, the 
tf'.r-'uyh or (xpori, bill of laJ/tij:, and the orciin Bill of lading. 
.hi.'.:, '-orr.^^any has its own form, so that there is an imfor- 
•.-;.•'. 'i'.k of uniformity among: them. Fig. 14 shows a 
\"\ y^'. ''jUi of lading issued by a railroad in an inland center. 
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P^ ^ . 15 shows an ocean bill of lading issued by a steamship 

rX3 pany. Foreign bills of lading are generally issued in 

t ^ ^^ ^^^» three, or more copies, and the exact number is 

• ,^;^^-^ys stated on them, as shown in the figure. A copy called 

^^ marked the captain's copy and marked not ^legotiable, is 

^^^ .^^ orally made out and retained by the shipping agents to 

- ^f^ in identifying the shipment. Another copy called and 

^j^ ^a.x'lced the shipper's copy and marked 7iot negotiable is some- 

^j ^-xri ^s given to the shipper, and may be required by him. By 

^ y^^^ dl set is meant all of the negotiable bills of lading that 

^j^^1<r>ng to a given shipment and that cover the particular 

^^-j 1 of exchange to which they are attached. The captain's 

^^3 <3 shipper's copies are not part of the full set. 

Il S. To be valuable as collateral security for a bill of 

^3^<:rl:^ange a bill of lading must be in negotiable form. This 

j.^ <:3^ -uiires that it should be drawn deliverable to the order of 

^^^ shipper (and be indorsed by him) or to that of a third 

p^x*ty other than the consignee. It is preferable and cus- 

t^^3> xTn ary to draw it to the order of the shipper. The indorse- 

m ^ x-»t of a bill of lading should properly be written across the 

b^i.<zrk, and it is usually made in blank. A bona-fide holder 

o ^ ^ bill of lading so indorsed acquires a lien on the mer- 

clri^andise covered by it. When a bill of lading is drawn or 

ii::x <:^ ^3rsed to the order of a bank, it is customary for the bank 

tcz> i xidorse it, **deliver without recourse to— ," or ** interested 

a ^». l:3ankers only." The term without recourse means that the 

l>^9.T~&lc by its indorsement merely assigns title to the property 

c<=:> ^v;^^red by the bill of lading. This is done because it is not 

c-«-:» ^tomary for a bank to assume responsibility for merchan- 

ci i ^ ^, or liability for any legal process that may arise in 

c<=^:x=B.xiection with it. The bank's interest is limited to the 

I>:x:'<=> tection afforded by the merchandise as collateral security 

fc:^* :ar the acceptance ~ payment of the bill of exchange. 

^^SO. Examination of a Bill of Liadln^. — In handling 
a. "fc^illof lading the banker should examine it and note the 
f <:^ "1 1 owing: 

17CI— <{ 
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1. Whether the bill is properly drawn; that is, whether it 
gives the name of the shipper, the name of the steanrsbip bt 
sailer, or (if an txiland bill of lading) the name ol the ocean 
line or steamship by which the goods are carried; the destV 
nation; a description of the goodii* their quantity and tnarksi 
to whom or to whose order they are to be delivered; the 
number of copies issned; and whether it ia signed and o^ 
recent dating, 

2, Whether a full set has been delivered to him afid 
whether the copies are alike. 

8- Whether each part of a set is properly indorsed. 
All this can be done very rapidly by one experienced ^^ 
the business. Merchandise from inland points that reqiii^^^^ 
official inspection or weighing at the seaboard is shipped o* 
an inland bill of lading tliat is exchanged at the seaboard £ 
an ocean bill of lading. 

21. Ctittrter Pnrty. — A charter party is an agr^ 
ment or contract between the owner or master of a ves^ 
and her charterer (also called irtighUr), whereby the form* 
let* that vessel to the latter for a specified voyage, and c 
ipccified terms. When a cargo against which a bank make 
advances is shipped under a charier pany* the charter partr^^^^^ 



i»hou1d be attached, with the bills of lading and other docc 
mentB» to the bill of exchange. A general fonn of chaxte 
party is shown in Fig* 16- 

22. Mil rl lie lu^ur«ince« — The eootract of a through bit 
of lading, subject to certain conditions named in it, makes 
the i^fiufng railroad respanstt^le for damage to or loss of tfc 
merchaticltse described in ii, nnii! the delivery of tlie merchan-^ 
dvKc tij the transportation company at the seaboftrd- The 
ctin tract of the ocean bill of lading and of ihe ocean pan of 
the thrruiifh bill of lading g:ves no such protectioii. Hence, 
what is known as miirliie lti!>uraiice has become oeces^nr. 
The object of marine insurance is to mdexnuilj the tssKtred — 
irhrthrr nii?rchant, ship owner, or oilier mterealed person-- 
Igutntit chimagc to, or the poftial or total lO(SS of« the 
thing or interest insured. There aie, boweter, numerous 
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Shifts (Gl^artf r ^artg, made and condnded upon in 

tH« day of ,19-^. Between . 






I 



5 



S 



he 



c»€ the. o( -^ of the burthen of 

Q ^__^ . ^ Tons or thereabouts, register raeasuremeot, now lymg 

* .^ qI the first part, aud— _of the second part, 

^ ^littnrAivt^. that the said party of the first part agrees in the freighting 
A £i,Cid chartering of the whole of the said vessel (with the eicception of the 

6 frj^bin^ and necessary roona for the crew, and storage of provisions, 

^A-ils, and cables) unto said party of the second part, for a voyage from 



^^%x the terms following. The said vessel shall be tight, staunch, strong. 
ei.i3d everyway fitted for such a voyage, and receive on board during the 
^f ore&aid voyage, the merchandise hereinafter mentioned. The satd party 
c»f the second part doth engage to provide and furnish to the said vessel 



g A^nd to pay to said party of tbe first part, or agent for the use of said 
H v«ssel during the voyage aforesaid,. ^ 



g It is agreed that the lay days for loading and discharging shall be as 

follows (if not sooner despatched) coramencing frora the time the vessel 

^ is ready to receive or discharge cargo 



iVnd that for each and every day's detention by default of said party of 

ttie second part, or agent, ^^^ — _ per day, day by day, 

^^all t>e paid by said party of second part, or agent, to the said party 
of the first part, or agent. The cargo or cargoes to he received and 
delivered alongsidei within reach of the vessel's tackles, „ 

A. commission oL^^per cent, on the gross amount of this Charter is due 

from tbe vessel to . — .upon the signing hereof. 

To the true and faithful performance of all and every of the fore- 
groing agreement, dangers of the Seas, Fires, and Navigation, of every 

isature and kind, always excepted, the said — ^__do hereby bind 

.heirs, ej^ecutors, administrators, and assigns, and also the said 

^v^&^rs freight, tackle, and appurte nances, and the merchandise to i 
lAden on board, each to the other, in the penal sum of estimated 
amotint of tht^ clmrter. 

Itt BJitlirBS KlIjFrfnf, hereunto set hand the day and 

year first above written. 

SIGNBD IN THE PRESENCE OF 
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opportftnitlet lor damage to mercfaandi^ or lom of Up wbtl€ 
on piflTB or ligbten* or lo temporaiT tior^ce, or durmir the 
loadtttg and Qoloadmg of a ressel. or m transfers from one^ 
dock or warebousc to ancHber. These rislES are not alwaji 
covered by tbe policy issued « but ibey may be covered by a 
lorm of polkry known as a floater. This fact is fre€|iiefitly| 
oreriooked by shippers, who. in i^orance of tbe fact^, suf 
potie Uietitselves to be fitUy covered when actually they are 
only partly covered. lostaoces of this axe found in cases of 
Utigattoo (bllowtns the ttnking of ligbters and the bttrning 
of docks and pterm contaioiDg merchaDdise for shipment or 
fnerchandise jcist discharged, etc. 

23* In accepting the relative documents as collateral, 
aecarity for bills of exchange, the banker should he m a poat^ 
tioQ to know from an examination of them the extent of the 
protection a^orded by the policy or certificate of Insurance^ 
as well as tbe amount of insurance. This is necessary* 
although the banker practically buys documentary bills of 
exchange from those persons only in whose standing he , 
has confidence. 

As an illumtratton it is only necessary to suppose a possible \ 
combination of events, although an improbable one; namely* < 
Cbe bankruptcy of the drawer of a bill after he has soM it tal 
a banker; the non*aoceptanee of the bill by the drawee; and] 
tbe total loss of the collateral merchandise under conditiotts i 
oot covered by the policy or certificate of marine insurancej 
attadied to the bilK 

24* In America, it has become the general custom among ' 
marine itisurince companies to issue what is known as the 
ijfitn pplUy, one form of which is shown in Fig. 17. Icsl 
objects are to avoid the necessity of writing a separate 
policy for each ihipment and at the same time to keep the 
aaiured contiantly covered. The open policy is issued either 
ffiT 1 year or subject to cancelation on BO days' notice by 
either party to it. No limit is generally placed on the amount 
of the iaiurance. Each shipment is entered in a record, 
rbich provides for the number of the policy and alt other 
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ecessary information, as shown in Fig:. IS. A pass book 
died to cover what is necessary from this record is given 
ach customer insured. This pass book is filled out by -the 
ustomer and is sent by him to the insurance company, and 
rom the pass book the company makes its entry in the 
ecord. Under an open policy an importer may cover his 
nportations as readily as the exporter does his shipments, 
he difference between the two being that the importer makes 
he entries for each invoice as soon as he receives it from 
broad, while the exporter does so at the time of shipment. 
^t the end of each week or month, a statement of the pre- 
niums charged on the insurance thus effected is sent to the 
nsured. 

It is customary for marine-insurance companies to issue 
B^hat are known as certificates of insurance, as shown in 
Fig. 19. For use in connection with banking, these certifi- 
::ates should be payable to the order of the shipper, and 
should be indorsed by him in blank. 

25. Except in the case of shipments made under com- 
netcial letters of credit, insurance is generally placed by the 
[lipper. Sometimes, however, the consignee finds that he 
lO insure to better advantage than the shipper. In such 
i^es, the consignee or drawee advises the shipper or drawer 
i^t he has insured the goods. This fact is sometimes 
jrtified by the agents of the insurance company that has 
isiired the goods; at other times, the shipper or drawer 
ttaches a slip to the bill of exchange having the words 
insured abroad" or **insured by consignees** or words to 
bat effect. From the standpoint of the banker that purchases 
L documentary bill of exchange, it is not desirable that the 
nsurance should be placed by the consignee, for his collateral 
lecurity is incomplete without the certificate of insurance 
Irawn to the order of the shipper or drawer of the bill and 
>y him indorsed in blank exactly as in the case of the bill of 
ading. In the case of customers of high standing, however, 
his is very frequently allowed by bankers without prejudice 
o the bill. 
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26. Fig. 20 shows a form of policy covering shipments 
by registered mail. These shipments consist of stocks, 
bonds, coupons, bank notes, legal tenders, and other securi- 
ties or valuables. 

Each certificate of insurance should be examined by the 
banker to ascertain that the amount is sufficient to cover 
the amount of the bill of exchange to which it is attached, 
that it is drawn to the order of the shipper and properly 
indorsed, .that it is signed and dated, and that it properly 
covers the shipment. 

27. Hypothecation. — In order that no question may 
arise as to the rights of the bank as a purchaser or holder of 
a documentary bill, it is customary to require of the drawer 
what is called a hypothecation. This is a contract or 
pledge given by the drawer to the bank. By it, the drawer 
or indorser authorizes the bank, in consideration of the pur- 
chase of his documentary bill or bills, to dispose of the 
merchandise represented by the attached bills of lading, in 

the event of their non-acceptance — non-payment, agreeing 

to reimburse the bank for all losses, costs, and expenses 

incidental thereto. Three specimens of forms used are 

shown in Figs. 21 (a) and (<^), 22, and 23. Fig. 21 {a) and id) 

is a general hypothecation, and is given to a bank to cover 

all bills of exchange that may be sold to it. When a general 

ijypothecation has not been given, special hypothecations are 

required, and one is attached to each bill of exchange. Fig. 22 

shows a special hypothecation for use when the goods are to 

be delivered on acceptance. Fig. 23 shows a special hypo- 

Jbecation for use when the goods are to be delivered on 

payment. 

28. Certificates and Invoices. — Illustrations of some 
of the forms of certificates that are attached to certain 
Arri^rican documentary bills will explain their use. Fig. 24 
is ^T^ export grain-inspection certificate; Fig. 25 is a weigher's 
ceirtiificate; Fig. 26 is a certificate of origin. A consular 
in^v^oice or certificate is the statement or invoice of goods 
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a^mount of such bills, together with all charges incidental to their noil- 
ucceptaDce or Qon*paynieDt» and interest from date of purchase to that 
c>i such pay^ment* notwithstandhig the Hen of the j^atd bank upon the 
relative merchandise. And it is furthermore ajp'eed that the written 
statements or accounts of the said banks as to all charges^ commis- 
sions^ interest « and expenses shall be accepted by the undersigned as 
sufficient evidence of the correctness of s^ch disburseiaents and charges* 

0, If, at any time* id the discretion of the said banks, it shall b« 

^ff^medi advisable^ for the purpose of securing the acceptance " p&y- 

j-j^dt of the said bills of exchange, etther to surrender the relative bills 

^f lading against brokers' engagements or to offer the merchandise 

-represented by the said bills of ladinj^ or any part of it for sale, either 

f «7ubUc auction or private sale the said banks are hereby authorized 

I ' ^o an all respects as they would do were they the direct consignees 

^ft^f frli^ goods, and to charge all expenses, including commission for 

^^lL|«^ atid guaranty, as is usual in such cases. The said banks further- 

^E^or^ shall be at liberty to apply the net proceeds^ after deducting all 

^^b^-^*"^^* °^ every deseription, commissions and interest, in or toward 

th^ paLyment of the bills of exchange for account of Whom It May 

CoTi^^^^* ^^^ *^ is agreed that all accounts of sales and expenses 

reodered by the said banks shall be accepted by the undersigned as 

suffi<^*^^^ evidence that the transactions have been effected and the 

^xpen^^tu^"^ made as stated. If the net proceeds do not recoup the 

ita^id thanks for the said bills^ together with interest and costSj it is 
^^li^rmore agreed that the undersigned will pay to the said The 
Forei^^ Exchange Bank or to it^ order the amount of the deficiency 
^p receipt of the said statement of account, 
bai 






7, If any of the documents aforesaid be surrendered by the said 
banks before the maturity of any of the bills drawn against them, it is 
uoder^tood that the rate of discount to be allowed shall be as follows: 

(^) For the United Kingdom (Great Britain and Ireland), one-half 
ni oa^ per cent, per annum above the then advertised rate of interest 
for slm«^rt deposits of the leading Joint Stock Banks in London, 

0y For other Countries, the usual Retirement fate of Discount, 
whictB ^ in Continental Countries generaUy, is the Bank rale, 

§, It is further understood that these presents constitute a con* 
tinalrm^ agreement applying to all future as well as to existing trans- 
actioci ^ between the undersigned and the said Foreign Exchange Bank 
and tl:^*ir correspondents elsewhere. 



Dat«d- 



_the^ 



— day of — 
Pig. 31 (ft) 



-190 
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Ha. 



Prodnoe Eschange Grain Inqiectioa 

New Ynrk j y^^^T^y/ lOn 
J ^rrfi^ (brtiftf. that I have Inapecte J (n^L^^j^ -^^i^j^^ 



-Bushels and j:i=:, Pounds 

(/ ^)^.i.tyrnJ^Ayr^^^^(7.^M-^ Pui on hoard ih^ ^A — 

according to the present standard of the NEW YORK PRODUCE EXCHANGE. . 



For occ'l o/_ 



N4ME OF SMPRER 



INSPECrOR4NJCHIEF 



PlO. 24 



ELEVATING COMPANY 

ROOM 0000 
New York P>rodti€c exchange Building 



delipertd to^ 



New York, /po-i^ //, 



.190^ 



J lyfTf b)| (SfltifQ, That I have superintended the delivery of 

^^L 

§9f • ond that the taid ^^dZ^dm^^moM in prime shipping 

order oMd eoadituMy and was correctly weighed and deHvered. 

-— -=z^ S'^P^^i'^tendent 



Pio. 25 
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shipped^ swom to before a consul by the shipper. Pi 
and 28 are forms of an American consular invoice^ wl 
required in America on all import*^ from foret^n coui 
Fig, 29 show^ the form of consular certificaie as to cui 
value» which is required to accompany ibe consnUr it 
when ma<3e out in a fluctuating currency. Plain in vote 
not generally required by fareign countries on eitport 
consular invoices are frequeoily required to be attached 



Uiiitrft l&tateii ttf Atttf rira 

Slute of New York, City and Cotinty of New Vork}fi/ 

- , a Noliiry Puhlic by Letters Patent 



Great Seal of the Stale of New York, cona missioned and duly qy 
residing in tbe City of New York, in the State aforesaidi do 
cerltfy, aile<it, and make known that on the day of ttie date ' 
before me personally appeared 



who being' by me duly f worn according to law , deposes and &ays 
it_ the firm of .^— ^who has shipj 



the steam&hjp- 
for . 



. on the^ 



_day of_ 



that said 

of America. 



.is of the growth or prodtict of the United 



Id TestiiDony whereof, said deponent has hereuni 
KCHbed his name, nnd 1, Notary ♦ have hereunto set m 
and affixed ray seal Notarial this day o f 



Notary P 



Flo. 2C 

bilh Sometimes, these certificates and consular ini 
sent by the drawers direct to the drawee; but whenever 
are necessary in order to obtain possession of the | 
they should be made pari of the documents* 

The consuls of the different countries are generallj 
informed in regard to the certificates required in 
respective countries. 
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INVOICE 



, 190 



Invoice of consigned 

to , at , for sale on 

account of , shipped by 

Per 

■-■ ^»*««tr.-.-.-.---^r: .1 ■-.-;-. .iT ■■ : i. i:- -i;-. -.■■.■.■■.-.• ■ :-;:---: i: ■-: :?STS^i»t*s«*v.t;ts»rrr* 

Maiu^ajid description VALUE AMOCNT CONSULAR OORRKCTIONS 



{Signature of Owner or Agent) 

Pio. 28 
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^59* The following regulations No. 45 (amended) and 

^c>^ ^^ ^^ ^^ Department of Agriculture governing the 

^^ -^^asportation of meat in foreign commerce will show the 

^-^ -aairements. The government does not permit the repro- 

- ^^:^ tion of forms of certificates, so that none can be shown. 

-^r^gegulatlon 45, — The inspector in charge of an establishment 

^^^^1 issue certificates of inspection for all carcasses of cattle, sheep, 

'"^ ^ :s:r*e, and goats, and the meats or meat food products thereof, which 

^ ^^^.^^ <o be exported to foreign countries. Each certificate shall cite the 

le of the shipper, the name of the consignee, the destination, the 



** ^ ^gn- 1)lishment number or numbers on the labels, the number of 

^ ^^ stamps attached to the article to be exported, and the shipping 

^^-^^"ks. These certificates shall be issued in serial numbers and in 

-^ J.icate form. Only one certificate shall be issued for each consign- 



C^rtiftrate nf % llali» nf QItir«nrfl 



^_ ^^ -,:^ sular Agency of the United States at Penang, ss: 



_19_ 



X • . Consular Agent of the United States 

^ ^/Vmerica, do hereby certify that the true value of the Straits silver 
*^^^1^1^r, the currency of the Straits Settlements, in which currency the 

^.jjjj^xed invoice of merchandisfe is made out, is 

^^X'lJng P®r Straits silver dollar, being the rate current this day for 

^^s^oand draft on London, as compared with the corresponding stand- 

.g^x^ ^^'° currency, and that the value in such standard coin currency 

ot ttie total amount of the currency actually paid for the merchandise 

is jC 



American Consular Agent 



Fig. 29 

ment unless otherwise directed by the Chief of the Bureau of Animal 

/flda5t;xy. 

fiotl3 the original and duplicate certificates shall be delivered by the 
inspe^€:or to the shipper. The original certificate provided by law for 
the eta m«f oflScer of the vessel shall be filed with the customs officers at 
the tiaaae of filing the master's manifest or the supplemental manifest. 

Uti.c3er date of September 25, 1906, the Secretary of Com- 
merce and Labor issued the following instructions for the 
guid^sce of collectors of customs: 

On. «nd after October 1, 1906, no collector or other officer of customs 
shaW issue clearance to any vessel carrying meat or meat food products 

170—7 
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»^^- Illation 46 are waived for meat and meat food products for export 
^ ^<::>reign countries other than those named in this regulation. 

^^0. Payment and Acceptance Bills. — A payment 
I^;^:B is a documentary bill, the documents of which are sur- 
.^^m^ered to the drawee only on its payment. Sight and 
^-xraaand bills are always payment bills. On the receipt of a 
^<:^Tt- or long-payment bill by the collecting bank, the bill is 
-^ ^rmiediately presented for acceptance to the drawee, but the 
^i^cirtiments are held by the bank until the bill is paid at or 
^:£ore its maturity. It is customary to allow the drawee 



Deliver the Documents 

attached to this Bill upon its 

ACCEPTANCE 



Pig. 30 



L- 



Deliver the Documents 

attached to this Bill upon its 

PAYMENT 

ONLY 



Pig. 81 

l(^ examine the documents of a payment bill before his 
acceptance of the bill. 

An acceptance bill is a documentary bill, the documents 
of which are surrendered to the drawee on its acceptance by 
him. Such a bill becomes equivalent to a clean commercial 
bill after the surrender of the documents. 

31. The authority for the surrender of the documents, 

whether against payment or acceptance, must come from the 

drawer of the bill. The instructions are either written or 

printed on the face of the bill or on a slip that is attached to 

it. Figs. 30 and 31 show the plain forms ordinarily used. 
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such facilities, know little or nothingr of the uses of checks. 
The necessities of the case have led to the adoption of a 
system of remittances by means of which the money is 
delivered to the payee at his own address. 

Fig. 33 shows a form in use by a New York banking house 
for such remittances. It is made up of two stubs, a receipt, 
and a notice slip. The first stub is for the complete record 
of the remittance to be made. The second stub is for use 
when another bank acts as the New York bank's agent, and 
is the advice of the remittance which that bank or agent must 
forward to the New York bank. The receipt and slip are for 
delivery to the person making the remittance, and it is 
expected that he fill out and forward the slip to the payee. 
The slip contains the only instructions necessary for the 
payee, covering what he must do if the money is not paid 
him within 10 days of the receipt of the slip. The instruc- 
tions are printed in fifteen languages, as follows: English, 
German, Hungarian, Slavic (Slavonic), Rumanian, Slovak, 
Croatian, Polish, Russian, Lithuanian, Italian, Swabian, 
Swedish, Norwegian and Danish, and Hebrew. 

34. How Payments Are Made. — The New York bank 
named in the form has its main continental office in Leipzig, 
Saxony, Germany. To this office are sent the daily lists of 
payments to be made, giving the name and address of each 
payee and the several amounts to be paid. This office then 
either forwards the actual money direct to the payee by 
registered letter, or sends instructions to that effect to one 
of its correspondents at a point nearer the destination. 

35. Cost. — Postal remittances are generally made in 
small sums. Consequently, rates of exchange are made that 
will allow a fair commission of from 10 to 50 cents. A charge 
of from 10 to 15 cents is also made for postage and 
registration. 
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(PART 3) 



BILLS OF EXCHANGE 



UYING AND SEIiliING BIIiLS OF EXCHANGE 



RATES OF DISCOUNT 

"^ « Discounting^ and Rediscounting^. — Discounting^ 

^j^ l::>anking may be described as the commercial part of the 

^^^^3 Icing business. It consists in buying and selling, before 

W^^^r maturity, bills of exchange and other negotiable paper, 

^^T"y much as merchandise is bought and sold. The terms 

of t:lae transaction are expressed in a rate per cent, agreed 

oj::^ toy buyer and seller, called the discount rate. This rate is 

g-o^v^rned by the prevailing rates of interest, but is not neces- 

ssi.jrily identical with them. The difference between interest 

^Tx^L discount, in practice, may be illustrated as follows: 

A. S:'i^ves B his 3 months' note for $1,000, bearing 

xx^t:erest at 5 per cent. Value at maturity is . . $1,012.50 
A.^ tilne end of 1 month B takes the note to C 
( SL banker) who discounts (buys) it at 4* per 
ci^xit., or 8.01 

The price C pays for it is $1,004.49 

ISoth the rate per cent. (4f) and the amount ($8.01) are 
call^^ discount, 

Xxx purchasing a bill drawn in a foreign currency, the 
di^crount is charged (deducted) in the rate of exchange. 

Cp^ J > m -mjchttd by InUmational Textbook Company. Entered at Stationers' Hall, London 
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Discounting bills drawn in a foieigti ciirrency is always 
spoken of as htying or pnrrkasiHg. 

Jtedli^eoiiutiiiir consists in the dtsconntieg b^ one banker 
of what has already been disco no ted by another banker. 
Discounting and rediscounting are very extensively prac- 
ticed by foreign bankers. The joiot*3tock banks of London » 
however, do not rediscount bills. 

2. Money Market. — The money market is a general 
term given to the place in which money is the article dealt 
in, the word '* money'' here meaning what is known as iaan- 
abk fmuis^ that is* fhatif{^ capital awaiting or seekinj^ invest- 
meni. The term also covers the demand for and the supply 
of loanable funds* The New York money market is the 
principal money market of America; the Paris money market ♦ 
lliat of Prance; the Berlin money market, that of Germany; 
and the I.ondon money market, that of Great Britain and 
Ireland; etc. London is predomiaantly the international 
money market of the worlds though Paris has temporarily 
acquired the position from time to time; and other cities 

f tnay do the same. 

3. Government Bank. — In almost every European 
country^ there is one bank known as the icoverument 
bank. This bank, while sometimes controlled by the gov* 
ernmentt is not owned by it, but is its banker and, generally, 

its fiscal (financial) agent. In some countries, this bank is 
also practically the reserve agent of the other banks, as in 
Great Britain* Government banks generally operate branch 
offices in some of the cities of their respective countries. 

4. Bank Itate.— The Imnk rftte, or the off km! rmU^ 

is the mint mum rate at which a government bank will dis- 
count bills. Although this is a minimum rate, it should be 
tmdergtood that government banks may, at times and for 
some bills, charge rates that are higher or lower than the^ 
published bank rate. 

5. Private Kate. — ^The private rate, or the open- 
markfi raie, is the minimum rate at which banks other 
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than the government banks will discount bills. The private 
rate is as a rule lower than the bank rate, usually i to i per 
cent., and sometimes lower still. Bankers, however, fre- 
quently charge the full bank rate or higher when discount- 
ing bills other than those of the highest standing. 

The rate at which the drawee of a documentary payment 
bill may discount or retire the bill before its maturity is 
called the retirement rate. In the United Kingdom, this 
rate is **i per cent, above the advertised rate of interest for 
short deposits allowed by the leading joint-stock banks of 
London,'* and since the latter is I2 per cent, below the bank 
rate, the retirement rate is practically 1 per cent, below the 
bank rate. In Continental countries, the bank rate is the 
retirement rate. 

Private rates are very sensitive to all disturbances of the 
money market and are therefore subject to constant fluctua- 
tions, while the bank rate in each country frequently remains 
unchanged for a considerable length of time. In this sensi- 
tiveness to various influences, the private rate may be 
likened to a thermometer with a small bulb and the bank 
rate to one with a large bulb. The former, which contains 
only a small amount of mercury, is affected very quickly by 
changes in the temperature; while the latter, which contains 
a large quantity of mercury, requires that the changes in 
temperature shall be more protracted before it becomes 
affected by them. 

6. Regrnlatins: Money Rates. — In European countries 
generally, the government banks and others of the larger 
banks operate numerous branches, and the rates of discount 
are practically the same everywhere, because they are regu- 
lated by the head or main offices. In Canada, which has no 
g'overnment bank but has a number of powerful banks that 
operate branches throughout the Dominion, similar results 
3re obtained. In the United States, every city of importance 
fi^es its own money rate, more or less independently of the 
^tes obtaining in other cities, so that there is a lack of 
^Qif ormity in the rates. Reasons for this may be found in 
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fz the differences in the bankiof la^^ir 
ittfcs; the baoktDg system of the couniry; t 
: tt ao mstitatioD or group or assocltlioii 
t uter bj agreenseot or by cDtnmon consei 
Be Unt wtH regulate the opeti-market rat 
^ c c mytiy : and the farther fact that, at pre&ef 
market correspondjng to those found 
because, since discpiintini^ and red. 
aot cairied on to the same way, there Is aot t; 
&ir one. 

coontries, usage and an appreciation 
resulting from stability in the rates h«. ^^ 
bmnk rate a controlling influence over %.- 



tx^MAmemc^ of Bank of Eni^laiid Hitte. — The m 

tUustration of the power exerted by a gov& 
k through Its rate of dlscotint is found in that 
ol England; for, io addition to its natiooal, 
t&floeiice, it has an international influence great 
titet ol any other bank. The national, or di>inestf 
of this hank has been strengthened by the fact tb 
^teft <&itarbaiices of the money market are due to caust 
tim tmnkpwWTf liaiure, it may, rather than make a change iu 
lift bttttk rmtOt seek to restore equilibnum by loaning^ free1>j 
jftctts^ of a stringency or by borrowing freely in case of ai 
q««r^ia^i>ly of funds, 

Ttfc© iotwrnatiotial influeufce of this bank will always be 
p^glfpoiiot so long as London continues to hold her position 
W' th0 fioanctal center of the world and its principal gold 
ip»rk<^l: mu\ so long as the directors of the Bank of England, 
MiUtiu^ themselves of the adirantage thus afforded them 
c«^ucinue to leel the financial pulse of the world more acci 
ral^ly than those of any other similar bank. 

S« lltkw I ho lUiiik of Enirtaiicl Rate Is Esttibll sited » 
Tfc<? vt^uiil^f meeting of the directors of the Bank of England 
-> ** -M 9,n\ Thwrsday of each week* At this meeting, thi 

. . . mtQ U Sated, the directors determining whether the 
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j-^t^ ^^^^^ remain as it then stands or shall be changed, and, 
j£ Xt^^ latter, what shall be the extent of the change. Special 
^^ -tings of the directors are called only in cases of emer- 
^2^cry, so that changes in the bank's rate are rarely made 
Qjj ^r^ther days. Consequently, the Thursday action of the 
^^^^^tors is watched with interest by all countries, and 
^^j^^cially so in times of monetary disturbances. 

<3l3anges in the bank's rate are made only when the con- 
^\X\ori and the requirements of the domestic and interna- 
^^or^^^ money markets and their causes clearly indicate the 
i^eo^ssity for a change. The Bank of England rate is there- 
fore universally regarded as a good barometer of the inter- 
national money market. 

Table I shows the position of the bank rates in London, 
Beirlin, and Paris for the years indicated; also those of other 
coatinental countries. 

TABIiE I 

C^HAMGES IN THE BANK RATE IN DIFFERENT 
EUROPEAN COUNTRIES 

I^WM^L<>Tii THE BANK OF ENGLAND 



IB9^, 



Date 


Per Cent. 




Date 


Per Cent 


Nov. 30, 


6 


1903, 


May 21, 


H 


Jan. 11. 


5 




June 17, 


3 


Jan. 18. 


4i 




Sept. 2, 


4 


Jan. 25. 


4 


1904, 


Apr. 13, 


3^ 


May 24, 


3i 




Apr. 20, 


3 


June 14. 


3 


1905. 


March 8, 


2i 


July 19. 


4 




Sept. 6, 


3 


Jan. 3. 


5 




Sept. 27, 


4 


Feb. 7, 


4* 


1906, 


Apr. 4, 


3i 


Feb. 21, 


4 




May 3, 


4 


June 6, 


3i 




Oct. 11, 


5 


June 13, 


3 




Oct. 19, 


6 


Oct. 31. 


4 


1907, 


Jan. 17, 


5 


Jan. 23. 


3* 




Apr. 11, 


4^ 


Feb. 6, 


3 




Apr. 25, 


4 


Oct. 2. 


4 




Aug. 15, 


4^ 



X^:^3i ARKS. — The bank rate has not touched 10 per cent, since 1866. 
Iti ^T^is table, the lowest rate shown is 2^ per cent, and the highest 
6 P>^-r cent. From Feb. 22, 1894, to Sept. 10, 1896, and from May 13 
to ^^^pt. 23, 1897, it remained at 2 per cent. 
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Berlin: 


DEUTSCHES REICHSBANK 

(The Imperial Bank of Germany) 




1904, 
1906, 


Date 
Oct. 12. 
Jan. 19, 
Feb. 14. 
Feb. 25. 
Sept. 10 
Oct. 3, 
Nov. 4. 
Dec. 12, 


Per Cent. 
5 

4 

H 

3 

4 
5 

H 
6 . 


1906. 
1907, 


Date 
Jan. 18. 
May 23, 
Sept. 18, 
Oct. 10. 
Dec. 18, 
Jan. 22, 
Apr. 23, 


PerCksv 
5 

6 
6 
7 
6 
H 


Parts: LA BAXQUE DE FRANCE (The Bank of France) 

Date Per Cent. Date Per Ckx 
1900, May 24, 3 1907, March 21, 3^ 


Netherlands: 










1903, 
1904, 


Date 


Per Cent. 
3 


1906, 


Date 

March, 

Nov., 


PerCki-- 
2i 
3 


June. 


Austria: 

1906. 


Date 
Oct., 


Per Cent. 

4i 








HelKiiim: 


Oct., 


4 








KuHsia: 

HKH. 


Feb.. 


•4 









Italy and Simiu have maintained a rate of 5 per cent, for sever; 

yc'iirs. 

9. Influence of Bank and Private Discount Rate 
on UatCH of Kxchanffo. — The bank and private discoui 
rates in a country affect all of the transactions of the foreigi 
exchange banker with that country, as is show-n by th 
tojlowing: 

1. These rates affect the buying and selling (bid an 
asked) rates of exchansje on that country. 

2. Their position, when compared with the prevailin 
domestic discount rates, indicates whether or not it will b 
profitable to obtain loans trom that country. 

.'i. They have an indirect intluence on the stock (securities 
markets, because they usually indicate the relation of th 
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sut>^^^ of capital to the demand for it, the tendency at first 

£ ^n insufficiency in the supply (high rates) being to inac- 

f'^it.'y ^^ ^^ market and consequently to depression of prices. 

^^ The bank rate regulates the interest allowed by for- 

. ^-j bankers on the credit balances of American and other 

, ^^;i^ers, and also that charged by them on debit balances. 



RATES OF EXCHANGB 

^ O* sight rates are the rates of exchange, bid or asked, 
£ J. c^liecks and sight and demand bills. 

^%^TX advance in the discount rates in a country has a tend- 

^^^y to weaken the sight rates of exchange in that country, 

j^^^ cronsequently to stiffen them in other countries; and a 

^^^^1 ine in the discount rates has the opposite tendency. This 

teo.<^^^^y is well illustrated by the actual effect on the ster- 

\xt\^ -rates in New York of an advance in the London bank 

j-at^^ i« October, 1906. Thursday, October 11, 1906, the Bank 

of [England raised its discount rate from 4 per cent, to 5 per 

cent., and again on Friday, October 19, 1906, it raised the 

i-at^ from 5 per cent, to 6 per cent. Early in the week begin- 

nin gr October 8, conditions were such that bankers expected 

tiia.t tlie bank rate would be raised on Thursday. In response 

to t:l^is expectation, sterling exchange began to advance, and 

from 4.84 it rose until, October 12, it stood at 4.854. It 

dropped to 4.84i the next week, and remained at about that 

fig-tare until, as a result of the unexpected advance on Friday, 

OctolDer 19, it rose to 4.85f . 

1 ^ . Time rates are the rates of exchange, bid or asked, 
for tiime bills of exchange. They are obtained by deducting 
fron^ the sight rates the discount for the life of each bill plus 
cert St in fixed charges. The rate of the discount so deducted is 
bas^c3 on the bank and private rates of discount prevailing in 
the c^ountry where the bill is payable, and not on the rates in 
the crountry where it is drawn. The reason for this is that 
thos^ are the rates at which the foreign correspondents will 
disoount bills that are sent to them. Consequently, all time 
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rales of exchange fluctuate bath with the si^ht rates and with 
the bank and private rates oi discount in the foreigii coun- 
tries on which they are quoted. 

The term flat rate is used in different ways* Id general, 
it is used of a rate that is not s^ubjeci to further diseotint, 
commission, or charges. It is also used of a net rate that is 
quoted on a number of bills that have different lengths of 
time lo run — as a check, a 1 day's sight bill, and a 3 dafs* 
sight bil!» or on bills that are payable in different cities— as 
tn London, Manchester* and Liverpool. 



FOeCHASEB AND SAI.BS OF ISXCHAKGB 

IS* Pureliasefi, — The exchange that a bank may pur- 
chase for credit to its account with its foreign correspondents 
consists of cable transfers, checks, sight and demand bills, 
&hort and long clean bills, short and long documentary 
acceptance and payment bills. Cable transfers are credited 

I to the account on receipt; cheeks and sight and demand bills 
are credited on receipt or oti collection, according to their 
amounts and the places where payable; bills payable 1 lo 5 
days after sight are generally credited when paid, but may be 
dificounted «nd credited on acceptance; other lime bills that 
can be rediscounted are generally discounted and credited 
on acceptance, while those that cannot be rediscounted, such 
an documentary payment bills, are held and credited when 
pgidt Continental payment bills are, however, sometimes 
dlftcciuntcd and credited on acceptance, because the reiire- 
ment rate at which they may be paid before maturity is 
the bank rate. Hills that are drawn in a different currency 

fjrom thwt of the country where payable are credited when 

IJtaid, lH!caUHe they are settled at the rate of exchange on the 

jilay of p»yttient* 

III, Hiit<^»-— The exchange that a bank sells eonslsls of 
Ittt own table trnnsfcrs, checks, demand bitls, and long bills, 
[in Amrrit a. Imyers of ejtchange generally call for checks. 
It ill ntm\u lines o( business and for remittances to some 
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countries where long bills are required or preferred, they call 
for long bills. 

14. Profits. — The profits or commissions that may be 
realized from the purchase and sale of exchange are very 
small on each item, considering the risk involved, but, under 
careful management, in the aggregate they may be made a 
valuable part of a bank's earnings. Table II shows the 
equivalents of different percentages of profit expressed 
decimally in the rates named. 

TABIiE U 
DIFFERENT PERCENTAGES OF PROFIT 



Fractional 
Equiva- 
lent 


Decimal 
Equiva- 
lent 


Equivalent 

per Sterllnar 

Rate 

S4.8665 


Equiva- 
lent 
per Mark 
Rate 


Equiva- 
lent 
per Pranc 
Rate 
fr. 5.18i 


Equiva- 
perSl.OOO 




.00015625 

.0003125 

.000625 

.00125 

.0025 

.00025 

.0005 


.00076+ 
.00152 + 
.00304+ 
.00608 + 
.01216 + 
.00122 — 
.00243+ 


.00015- 
.00030 — 
.00060 — 
.00119 + 
.00238 + 
.00024 — 
.00048 — 


.00081- 
.00162 — 
.00324- 
.00648- 
.01285 + 
.00129+ 
.00259+ 


.I5f 

.62* 

1.25 

2.50 

.25 

.50 



Note.— The sigm io means p^r mil or per thousand, and Is called per mil. 

To work successfully on such narrow margins of profit, 
the banker must make quick sales against his purchases, 
otherwise the profit will disappear in interest on the money 
invested. In determining what profits should be made on 
diflEerent bills, the banker usually considers the following 
points: 

1. The amount of the bill. A small documentary bill 
for jC25 could not ordinarily be bought on the same 
margin as one of the same kind for ;^250 or ;^2,500; for, 
in the first place, the foreign banker would not be likely 
to discount it at the same rate, and, in the second place, 
the expense of postage on such a small bill would probably 
be as great as on the larger, and more than wipe out a 
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percentage of pro&t ihat on the larger amoimts would be 
consiuerec stad&ciez:. 

2. The city v>a which ihe bill is cravn and where it is 
payable. It takes nore usie to z^Zeci bills payable outside 
of the cities where corresposcenis are located, for which 
aZlc^warice =::i>: be 2iace. A specLSu cosisission is frequently 
charged :\>r co'.Iecticg s-rch bills, the asio^ajt of which varies 
wi*i: :he city ioc the cistazjcc. ani for this commission an 
allowijice =::i>: ilso be dace. 

->. The jliss o: rill, irscliaciz^ the riature of the business 
of zhz irairer xzz drawee, is well as their nr.ancial standing. 
Fez exi.Tple. a ccc^inentary bill drawn against a shipment 
c: !:•.-« >:c*jk or o: perishable cterchandzse. socfa as fresh 
Tr.-rit* fr:i:t>. vei^e tables, etc.. is sot so good a risk as one 
tiit :? ir*w:: a^arist zon-perishable aierchartdise. 

15. CUk«f!i>ifloattoii of Bills. — It is isipossfble to classify 
••11 J in irj j-dfr thit w:ll h^-y.d 2':<xi :tr:der all circumstances. 
Tif* z /-'.': -rjz^ i^ h:weT'-r. fairly aoctirAte. az^i is ^ven as a 
l'z.fin rTiVe:*: :; -r^cin-ja::--'- icccru:= j; to circumstances. 
---I'jt J c^-: t::.^ :. if ^if •:,!:::- i> :\r :i>e rr^iirtly in connection 
v-„: r.-r-r r . . f : :> il>: iprlijuvle :: jh.e»jk> ind sight and 

/ ; r% 1 . - r r .-=:- razkeri r : . ! > i : :: r 1^ -r ic: e ? . 

_ ://! i - ?— —^ rsiJikTr^ *r:ll> >:-^le'Zame . 

/.r/x — y—.m -•.-n'nerjtil jL~i oth^r b:lls on. prime 

S 'urtm^.TLZiry ^ — J riinerjiil bills or barkers, accepi- 

. ' 'it. Y W'.'-T : X r 7 T — ' _" . — zie rj : i. 1 b : H > : n z: enrhants* pay- 

' '.L.i -: — ?r.T:-r :•. TZTtr-.-iil j.~o ::h^r bills oa merchants 

J ,/ z.///; /.: ir-' " — . "n T T ~ - ■ i' *: . ! s : •: I Non - perish- 

r:-:'-::.i-:r i-.-:-:' rii .T :■. i *:"•=-": i-rt . ' ible nterchandise. 
/ ■'./ 7j,mj'.nC'iry T — ' ." . tr. T r - : • .• 1 r * ! " > . n ' 2 Perishable 

'.".."/« "> -^J :r:— 'ir.-i' b*ll.i ." rrer^ih.i'-.ts and others. 
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Purchases and sales of bankers* bills between bankers are 
generally made on a narrower margin of profit than are the 
purchases and sales of other bills, as will be inferred from 
their position in this classification. 

16, Method of Determining Buying Rates. — The 

following examples have been selected to illustrate the 
method by which a banker will determine what rates of 
exchange to offer (bid) for cables and for some of the many 
kinds of bills presented to him. It is assumed that the cal- 
culations are made in New York. They are based on rates 
of discount supposed to be quoted in the cities named, and 
on check or sight rates of exchange on those cities supposed 
to be quoted in New York. 

Discount Rates 
In London: bank, 4%; private, 8f %-3f %; retirement, 3% 
In Paris: bank, 3%; private, 2j%-2f %; retirement, S% 
In Berlin: bank, 5%; private, 4j%-4|%; retirement, 5% 

Check or Sight Rates 
On London: 4.86 to 4.8610; posted rate, 4.87 

On Paris: 5.18^ to 5.18J -|- -3V; posted rate, 5.18^ -|- -jV 
On Berlin: .95f to .95f -h 3V; posted rate, .95^ -f -jV 

In order to protect themselves against possible advances 
in the foreign discount rates, American bankers frequently 
contract with their correspondents by cable to discount, at a 
fixed rate, bills **to arrive** (that is, bills to be forwarded on 
a given day). In the same way, they also frequently secure 
special, rates for remittances of large amounts. 

Bill stamps are required by law in nearly all foreign 
countries. 

The percentage of profit shown in the examples merely 
indicates what may be charged. 

Commissions are charged by the foreign banker according 
to usage or agreement. From -3-^ to i per cent, is generally 
charged on bills that are payable at points outside of the 
particular city in which the correspondent is located. From 
iper mil to tV per cent, may also be charged on all items 
bandied; but, if this is the agreement, the banker generally 
Uj^kes allowance for it in the percentage of profit. 

J7CI— 8 
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The expression, '*Net proceeds, equivalent to" in the fal- 
lowing examples means the equivalent of the proceeds oi 
the bill when discounted, expressed in the rate. 

Example L — Sierling cables. 

Check rate . . . . , iM 

Add interest » 10 days at Sf * 0050 



Rate to be bid, 4.8645 to 4.8655, 



i.aa'so 



Ndtv I.— In the United Klngdoin, ActuuJ tn tercel t30A dari to the y^eAf) I* fUnxr 
ISoTH 2.- The acru«l numl>« of d*yt |nu*rH«t to be fl^urwl In a t:jtble rtttc tlepen 

oil ihe probuble time (t will require for a remittiuice to bv made by mmi\, A-nd I 

varies with cbe speed of different KteAtti^rt. 

ExAMPLH 2,-> flO d/B prime bankers* bills on London; secured i 
of diseoiint. 31%. 

Check Tate , , . 4.86 

Letis interest, 6,1 days at 3|% 03U4 

Less bill stamp, i%Q . . . . . 0024 .0328 

Net proceeds, equivalent to *..... . 

Less for pro5t . 



Rate to be bid, 4.8245 to 4.^260, 



4.«272 
■0022 



KoTB 1.- A bill bought at a rate ai |,lf2S0 would yield « proAt of a little mote llias 
^-f OD the Oct proceed*. 

Son 2.— All fitflrllne time bMU (sliort Aod loflg) ure ktibje^t toSdnyi of trAce^ 

Example 3.— 3 d, s bills on London, documentary and clean. 
Check rate .,......,,. 4,86 



Less tiiTerest, (t dny£ at 4% * 

LeBs bill stamp .....«, 

Net proceeds, equivalent to 

Less for profit ....,, 

Rate to be bid, 4.aH to 4 ft^i. 



,0032 
<aone) ^00^ 

4i568 
.0033 

4,8535 



Nptk t- 8d/s bklls are loo fitiort fo be reAd% redlftcotifited and Are tberefornl 
e^ncrally beld by foreifn bankers until maturity. If dlHcountcd^ it Is QiuaUy At ttiftl 
bAOli rAte. I 

Not ii 2. -No nttowAncc is ttnAde tor bill ^tAtnp. aji btllK imyAble At 3 d/ft or left a | 
AW Aubje^t to A penny cbAr«© only, tbe Bnme ai checks 

EXA M PLR 4 , — 5 d /s dfjcuroentary hills (perishable merchandise) on J 

London; smatl amountSp as £2^ to j^SOO. 

Check rnte ... 4.86 

Less interest, 8 days at 4% . . mit\ 

Less bill stamp i%o . . . . .0024 ,0067 

Net proceed fi equivalent to , . 4.8533 

Less for profit .00S3 



Rate to be hid, 4.S4f to AM. 



4*86 
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Example 5. — 10 d/s documentary bills (live stock) on London 
j^3.nkers; large amounts, as /"1 ,000 to /"5,000. 

Check rate 4.86 

Less interest, 13 days at 4% 0069 

Less bill stamp, i%o 0024 .0093 

Net proceeds, equivalent to 4.8507 

Less for profit 27 

4.8480 

Kate to be bid, 4.8465 to 4.85. 

^'OTB.-A profit Is also figrured in the 4-per-cent. discoant rate, which is hisfh for 
^kers* bills, bnt is so because of the class of bill, for live stock requires feedinsr, 
^^'^-^. and is liable to disease and death. 

^ICAMPLB 6.— 60 d/s documentary payment bills (grain) on Eng- 
lisli, Scotch, or Irish cities, but payable in London. 

Check rate 4.86 

Less interest, 63 days at 3% 0252 

Less bill stamp, i%o 0024 .0276 

Net proceeds, equivalent to 4.8324 

Less for profit .0024 

4.83 

/^ ee to be bid, 4.8285 to 4.83i. 

tfr^-x-^ 1.— Grain-payment bills are grenerally retired promptly. 
k^'W ^ 2.— Grain-payment bills payable in cities outside of London are worth about 
W Per ^T"^?*^ ^- ^^'^ ^^^" those payable in London. 

firm'^'^s^ S.— Commission is sometimes chanred by Bngrlish. Scotch, and Irish banks 
for 8fr«:r ms. K~^nfif the acceptance of bills drawn on other cities than London, but payable 

B:^ >^- i^iPLK 7. — 60 d/s documentary payment bills (cotton) on Eng- 
lish crs^^^^'^^t payable in London. 

<Z^ heck rate 4.86 

(interest. 63 days at 4% 0336 

bill stamp, i%o 0024 .0360 

Not proceeds, equivalent to 4.8240 

Lessforprofit .0025 

4.8215 

R£i.t:^ to be bid, 4.82 to 4.82^. 

Honr ^^ .—Cotton-payment bills are seldom retired before maturity, and since pay- 
ffient l>m 1 IL s are not discountable, they are held for collection. They consequently com- 
fYian<^ K-dEB.tes A to -| per cent, less than payment bills that are retired promptly. 
^Itlioiia^Cl^ unable to discount these bills, foreifrn bankers will usually make advances 
2^f aicms^ ^liera at reasonable rates. If money is at 6 per cent in New York, to buy such 
t>ms s^^ «^ 4-per-cent. rate and to allow them to remain until maturity without usins: 
ixietf^ SL^ coUateral for advances, would clearly mean that the purchasing: banker was 
^aWivs^C "2 per cent, less than the market on the money invested in these bills. 

Ei3C -^ lif PLB 8. — 90 d /s documentary acceptance bills (cotton or other 
fxierclm ^ndise) on bankers in London or in other English cities, payable 
in I-^iOXi^^on. 
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Check rate 4.8S 

I>eiw interest. »3 days at aj* 0464 

Lew bill stamp, i5to .0024 .0488 

Net proceeds, equivalent to 4.8112 

Less for profit .0012 

4.81 
Rate to be bid,4.Hr>J^ to 4.81. 

SffTP, 1.— Acceptance bilU are readily rediftconntcd aod tberefore mmj be boucht 
at thr r;i3rrent market rale of diftcount. 

NVrrK 2 SJxry-day bilU would be figured at the same rate of discotuit. I>at the 
race would i^obably iocreaie to 3} or 4 per cent, fot 120-dar bflls. or longer. 

Example 9.— fit) d/s documentary acceptance bills on London 
merchants. 

Check rate 4.86 

I>e^ interest, ^i days at 3}% 0315 

Less bill stamp. i%o .0024 J3S^ 

Net proceeds, equivalent to 4.8261 

I^ess for profit .0026 

4.8235 
Rate to be bid. 4.82} to 4.8240. 

KxAMpi.K 10,— 120 d/s documentary acceptance bills (cotton or 
other merchandise) on bankers in Italian cities, payable in London. 
These bills are a\st} drawn at fX). 90, and 180 d/s. 

Check rate 4.86 

I>ess interest, 123 days at 4 '^ 0665 

U-SH bill stamp. Italy. \l%o 0059 

I^ess bill stamp, Lonflon, i%o 0024 .0738 

Net proceeds, equivalent to 4.7862 

I^ss for profit .0027 

4.7835 
Rat*: to be bid. 1.78} to 4.78.}. 

Smr. i)i%fniint U fictinrd at the bank rate bccaune sterlins: continental bills 
domi' t><^ m f^ondon ar#: nor rlisfoiint«*d by the Hank of Enflrland: bat the discount 
raff: 1% <t,ntHlrn*zn inrreasfrd above the bank rate for bills longrcr than 90 or 120 days. 

KxA\fi'f.F. 11.-- 1*» rl/.s documentary' acceptance bills on bankers 
in Zurich. Swi»z#;rlan'l, or other Swiss cities, payable in London. 

Ch^rr k nite 4.86 

I^ss interest. «{ days at 4% 04^5 

I^rss bill stamp. Zuric:h 0000 

Ixrss bill stamp, I>^indon l%o 0025 .0520 

Net proceeds er|uivalent to 4.8060 

lycss for profit .0025 

4.8055 

Kate to be bid, 1.8()J to 1.80^. 

KxANff'i.K rj. 'M) d. s master's bills (clean) on English cities, 

i)ayabl(; it] London. 
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Check rate 4.86 

Less interest, 33 days at 4% 0176 

Less bill stamp, i%o 0024 .02 

Proceeds 4.84 

Less for profit _l?9?^ 

4.8375 
Rate to be bid, 4. 83 J to 4.a3j. 

Note.— For such bills, when not payable In London, the rate to be bid would be 
4.83i to 4.83^ 

Example 13. — 3 d/aa to 10 d/aa master's disbursement notes, 
payable at European ports (generally drawn in sterling). 

Check rate 4.86 

Less interest, 60 days at New York rate, say 

5% 04 

Less bill stamp, i%o 0024 

Less commission and exchange, I % 0122 

Less for profit, }% 0122 .0668 

4.7932 
Rate to be bid, 4.79 to 4.79^. 

Note 1.— Advances made on these notes are actual loans on the security of the 
Indorsers or of iruarantors. Interest is therefore fitrured in this example at a 
supposed New York rate, and 60 days is taken as a fair allowance for delays and 
stops at one or more ports before the vessel reaches the port where the note is pay- 
able. As a protection airainst loss in an advance of this description, a banker 
should obtain a written asrreement from the indorser or sruarantor to the effect that. 
if payment is not made within the time for which interest has been charged, the 
amount advanced will be repaid by the latter, or interest at the current late will be 
paid for any additional time until the note is taken up. 

Note 2.— Bills drawn on cities in the British colonies generally contain what is 
known as the colonial clause, as follows: "Payable with exchansre (colonial stamps and 
all charsres) at the current rate for nefrotiatinsr bills on the Colonies." Bills containing: 
this clause are bougrbt at the sigrht or check rate on London, whether they are sight 
or short or long bills; but they must be sent to London bankers for discount or 
collection. Bills without this clause are taken for collection, but advances may be 
made against them at current domestic rates of interest. 

Example 14.— Paris cables. 

Check rate 5.1875 

Add (subtract) interest 10 days at 2f % 0039 

5.r836 
Rate to be bid, 5.18^ - -gV to 5. 18 J + A- 

ExABCPLE 15. — tX) d/s prime bankers' bills on Paris, secured rate 
of discount 2|%. 

Check rate 5.1875 

Less (add) interest, 85 days at 2g'?> a321 

Less (add) interest, 5 days at 3% 0022 

Less (add) bill stamp, ^%o 0026 .0369 

Net proceeds 5.2244 

Less (add) for profit _i???2 

5.2266 
Rate to be bid, 5.22^ - A" to 5.23 J + -3^-. 
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NoTR 1.— On an lone bills in Prance interest for 5 days is fiflrnred at Clie t 
rate. A difference of \ per cent, in interest for 5 days on the rate of excbani 
equivalent to about 1I0 of a centime (fr.O00O2) or about f7 per fr.l.OQO.000. 
year is taken at 3G0 days. 

Note 2.— A rate of 5.28^ + A ^U yield a profit of j'|-f- per cent, on the 
proceeds. 

Example 16.~ 3 d/s documentary payment bills on cities of 
than Paris. 

Check rate 6.1875 

Less (add) interest 3 days at 3% ..... .0013 

Less (add) bill stamp, ^%o 0026 

Less (add) commission, i%o 0026 .0065 

Net proceeds 5.1940 

Less (add) for profit i% 65 

5T2OO5 
Rate to be bid, 5.20 to 5.19J - -j^^. 

Example 17.— 60 d/s documentary acceptance bills on Pi 
bankers. 

Check rate 5.1875 

Less (add) interest, 55 days at 2j % 0218 

Less (add) interest, 5 days at 3^ .' U022 

Less (add) bill stamp. }%o 0026 .0266 

Net proceeds 5.2141 

Less for profit .0024 

5.2165 
Rate to be bid. 5.21 J -h -3^^ to 5.21} - ,»^. 

ExAMi'LK IS.— VA) d/R documentary acceptance bills on Belg 
bankers. 

Check rate 5.20 

l^ess (add; interest, M) days at rJi'^ mXi 

I^ss faddj bill stamp, i'/r« ()02() .0329 

Net proceeds 5.2329 

I^-ss for profit .0033 

5.2362 
Rate to be bid. r,.2:{J -|- -^\- to r,.2:{i - ,{\. 

NoTfc. --ICxirhanjff on Hclffiutii is aKsiiTnotl to be at a discount of J pcrcen 
I'arifl. so that in Sr.w York the rat<- is 1ow«t than tlx* Paris rato. HclRian bank i 
4 per cent.; private rate, 'il \tvr cent. 

Example 19.— VA) d, s documentary acceptance bills on Zui 
bankers. 
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Check rate, 5. 19f -tV 6.1970 

Less (add) interest, 60 days at 4% 0346 

Less (add) bill stamp, none in Zurich . . . .0346 

Net proceeds 5.2316 • 

Less for profit .0033 

5.2349 
j^ate to be bid, 5.23f -h A to 5.23^ - ^. 

^SAMPLE 20. — Berlin or Hamburg cables. 

Check rate, .95| 95375 

Add interest, 10 days at 4 J% 00126 

.95501 
^^^te to be bid, .95^ - Vt to .95 J. 

^5:3CAMPLB 21.— 3 d/s documentary payment bills (grain) on Ham- 

^^ Check rate .95375 

Lress interest, 3 days at 5% 0004 

X^ss bill stamp, ^%o 0005 .0009 

Net proceeds, equivalent to .95285 

Less for profit .00050 

95235 
I^a t^ to be bid, .95^ - -gV to .95^. 

y^o-X"^ 1.— The year is taken as 860 days. 

^Q-x"^ 2.— It has become a custom amonsr German importers not to accept docti- 

^*ax"y ^^'^^ drawn on them on presentation of the firsts, as Is done elsewhere. 

^less ^^® prcsentins: banker guarantees the delivery of the seconds as soon as 

mMSive<3 . Owing: to this unusual custom, bankers in other countries are obligred to 

flttacfa ^<^ ^^® ^^^^ °^ exchange a notice to the effect that they hold the duplicate copies 

of the cloc*^™ot8. which will be forwarded by steamer, and requesting: the cor- 

respon<l^'^^ to STuarantee their delivery on arrival. 

ExA-^^^LE 22. — 60 d/s documentary acceptance bills. 

Olieck rate .95375 

X^rGss interest, 55 days at 4f % 0069 

IL.'^ss interest, 5 days at 5% (XX)7 

X-.«ss bill stamp, i%o 0005 .0081 

I4et proceeds, equivalent to .94565 

IL<ess for profit .0005 

.94515 
Rat:e t:o be bid, .^\ to .94^ -|- ^. 

No'TB X.— In Germany, on lonsr bills of exchangre for mk. 10.000 and over. 5 days 
are disco^:xnted at the bank rate, while on bills for less than mk.10.000. 10 days are 
discoantc;<3 at that rate. If, however, several smaller bills, agrgrregrating: mk.10.000 or 
over are d iscounted togrether. German banks frequently calculate only 5 days' interest 
at the l>a.xs1c rate. 

Noi>ss 2.— Bnis drawn on cities other than Berlin and Hamburg: are bouffht at 
from -1^ to -^i per cent, less than bills drawn on those cities, to cover collection 
charges. 



17. The foregoing examples are stifficieDt to explain the 
general principles on which quotatioos are made for Uie pur- 
chase ot bills drawn in the currency of the cotmiry where 
they are payable. In purchasing or making advances on 
bills drawB in a different currency, however, the hanker mu§t 
charge interest for the entire time from purchase until the, 
receipt of returns, and sufficient to cover charges and floe 
utions in exchange* 

The quotation of rates for the sale of exchange is based J 
on the actual, or selling, rate of exchange. Some bankers] 
charge a small commission above the rale for small amouots* 
while others charge the posted rate or more^ the object ' 
always being to maike a reasonable profit above the cost om 
all sales* 
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18. Forelipi I.nnirnggeg- — It ts desirable thmi ttie for* 
eigti-cschange clerk should be able to laiellsceo^ tnnslaie 
banking laws^ regnlatioos. ciioilars, bOls of esc^iaiice aod 
correspoodeoce written in the priodpal forctin^ laagvag^* 
It is also desirable for a baiik lint kas Irequco t deaHa^ with 
foreigners to Itave some emiikryes dMtt cm talk with tliose 
that cannot speak Englisii. GeoermDy, saflhient KngUsli is 
known by foreign bankers to enable tben m uadet s tand 
letters writlea m En^Bsli^ tbiHicii ttef Mtt^ be nsmbte toj 
write it. Large banks m Buofietti eeateiB emfHo^ eferfc^^ 
thgit correspond m Engfisb. Tbe best dktio t iar i c s ^'^^fl 
grammars ol tbe langiiac^ mst vseid ase nseW mod intM-^ 
pensive investsieois. 

19. Codes of lAw.~It is iBportMt IbM tbe foreifn- 
eachange clerk, as weH as tbe mmoM^& of tbe depsrtineiitt 
shouki know eooiisb ei ibe Wws md MSt^^ ol omr own and 
of toreiga countries in t«c«rd m biBs of f^rbange to enable 
bim to handle the transnctions of tbe depvtmcnt properljr^ 
In AoMfkn^ ^be Ketotiable lastrnOBeus Lsw ha 
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adopted by a majority of the states, and is likely to be 
adopted by all before many years elapse. In general, the 
foreign correspondents of each bank will safeguard * its 
interests in their respective countries. It is nevertheless 
desirable for the American banker to learn what requirements 
he must fulfil in each country, and also what rights he has 
under the laws of each country. At present, this is a some- 
what difficult task, for there is no international code, and 
although the laws of all European countries and of some 
others have been codified, there is no English translation of 
thetn. The French Code de Commerce of 1818, the German 
(general Exchange Law of 1849 (modified in 1869), and the 
^/i^lish Bills of Exchange Act, 1882, are the models chiefly 
/c>ii^wed by European countries, the German law having the 
pj-^f erence. It is possible, therefore, to note only a few of 
llx^ more important general rules to be observed. 



FORMS OF BILLS OF EXCHANGE 

O. General Requirements. — A bill of exchange must 

,j-^^ -<orm in the first place to the laws of the country of issue; 

^.•^^^-C::: is, the country in which it is drawn, and* in the second 

-^^^<r^e, to any special requirements of the country on which it 

. ^3^:x'awn. Thus, a bill drawn in America must first conform to 

I crican laws; one in England, to English laws; and so on. 



-^^ ^j^snust then conform to any further requirements of the laws 
^-f *:he country on which it is drawn and where it is payable. 
^p>^ bill may be drawn in any language. In some countries, 
Y^^^^vvever, provision is made requiring that bills not drawn 
in a well-known language, such as English, French, German, 
Xt^lisLTi, Spanish, and Portuguese, shall have a certified 
translation furnished with them. For example, in Berlin, 
a bill drawn in Russian is not a good delivery, unless a certi- 
fied translation is furnished with it. Bills may also be drawn 
in any currency; but it is generally better that they should 
be drawn in the currency of the country where they are 
payaWe, unless usage is otherwise, as is the case in some 
Soutlx American, African, and Oriental countries. 



tne 



SI. All cotintries require that a bill of exchange shaU 
stale: (1) I lie place where and ibe time when drawn; (2) the 
MMme and addretis of the drawee; (3) the time for psfmei 
or some definite means of determining the time for pa] 
nent (a bill that docs not specify any time for payment 
assumed to be payable on demand, as a check); (4) the si 
to be paid, generally required to be written l^oth in words 
and in figures; (fi) the name of the payee or some means of 
determining who he is; (6) the signature of the drawer. It 
if also generally required that bills, other ihan checks* shall 
be drawn to "order/' and for *Valpe received." 

22. Pliiee for Slipntititre of an Aifenf or Cifflee^ 
When a bill is signed by an agent or officer of the princir 
(whether individual, firm, or corporation), the signaiup 
iDiiu be written directly tinder the printed or written oar 
of the prtncipaL Otherwise, according to English 
American law, if the bill is disclaimed by the principal, 
will l>e regarded as the individual bill of the signer. It 
aot saffictent for the name of the principal to appear at 
lop or at the left end of the bill; it must also be directly over 
the signature. For example, if a bill of exchange was signed 
John Smith, Treasurer, tmless Mr. Smith's signature appeared 
iOrectly under the name of the company of which be was the 
(reaiurer, tu case of its dishonor by the principal, the bill 
would be held to be the indiirtdnal bill of John Smith, even 
Ibotigh the name of the company appeared elsewhere on 
Ibe btIL 

2S. §onii* 8peclnl R<H|ntre?nrnts. — In Prance, checks 
mu%l have the date written in words, not figures, in the 
•Efse handwriting as the body of the check; for example: 
January 25 must be written ^'January twenty-fifth/* or m 
French **lc vingt*cinq Jani^ier/* The penalty that attaches 
Ut a dUregard of the!%e requirements Is the full bill stamp 
yf ^%o This law also applies to checks drawn on France 
tfi other countries. Bills of exchange^ however, may be 
diiled in figures. Those drawn m France mttst state the 
nnture of the constderaiion; that is, whether they are drawn 
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^or value in merchandise, or value in account, or value in 
money, etc* ** Value received*' alone is not sufficient for 
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Fio. 1 

^cacr^ bills. This has importance for the American banker 

^r^l.^ in the case of bills drawn on America in France. 

I^mn Germany, it is required that every bill, except a check, 

^j-j^^.31 state that it is a **biirof exchange.*' It is also required 

W^^m^^^ all checks, whether drawn in Germany or drawn on 
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Fio. 2 



Geirmany, shall contain the word check. They must also 
stat^ that they are drawn "against funds due** or its 
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banl^sr, but if for any reason it is not paid, the check will 
j^ paid on presentation to the **case of need." 

X f the bill is a commercial bill, the case of need is generally 

g ^^/eree in case of need (see Fig. 2). For example, a firm of 

^ai^ shippers in New York have an agent A in Hamburg, 

whc> sells a cargo of wheat to a merchant there. The order 

is fill^^ ^^^^ the shippers draw on the Hamburg merchant, 

but mark the bill **In need with A in Hamburg.*' The mer- 

cjjgtrit has cause for complaint and will not accept or pay the 

bill- T^® holder then refers to A, who adjusts the difficulty 

and the bill is accepted and paid, without the loss of time 

anc5 cost of cabling that would be necessary if the matter 

liad to be referred to the shippers. 



INDORSEMENTS 

25* The indorsement of a bill must be made in accord- 
ance wth the law of the place of delivery. At the same time, 
the ixidorsement must conform to the law of the place in 
^Yxxdck it is made. Indorsement is quite generally called 
Gi^^ outside of English-speaking countries. 

26* General Kequtrements and Kinds. — Indorse- 
ments are known as special or in blanks and may be made 
rest^^^tiv^ or may be qualified. There are also conditional 
an<i irregular indorsements. 

A. special indorsement is one that specifies the person, 
call^c3 the indorsee^ to whom or to whose order the bill is 
paya-lDle; as, *'Pay John Smith," or **Pay John Smith or 
orci^ir.** An indorsement in blank is one that specifies 
no indorsee, and a bill so indorsed becomes payable to 
bearer. For example, if John Smith simply writes his name 
bene^sth the above special indorsement and specifies no per- 
son t:o whom the bill is to be paid, his indorsement is in 
bla.r&'k, which makes it payable to bearer. 

Tl:xe indorsement of a bill that has been indorsed in blank 
ma. 3^ "be changed by any holder into a special indorsement by 
writing over the last indorser's signature the instruction, 



.or order," P'or example, U Henry Jones is the 



next holder to Joha Smith » he may change John Smiths n 
blank indorsement into a special mdorsemetit by writing ■ 
over Jtihn Smith's name ** Pay Henry Jones or order/* A 
special indorsement following an indorsement in blank coil— 
trols the e£Fect of the latter, so that it is not payable tc^ 
bearer until again indorsed in blank- h 

27# A reslrlctU*© imlorsetnent is one in which th^sl 
endorser inserts a stipulation that prohibits or limits th^s 
further negotiation of the bill by the holder, A bill may 
drawn as well as indorsed in a restrictive form; as, foia 

example, **Pay_^ only^*; **^^Y or order for collectiona 

only/* **Pay frtrarrmint nf /* These foHTis restncd 

the negotiation of the bills on which they are writtenj 
making them payable to a specific person only, or to him 
for a specific purpose, 

28. A i| mil 1 fled Indorsement is one in which the I 
indorser qualifies his indorsement by the use of the words| 
*Vithout recourse" or some similar phrase. The words 
*' without recourse'' mean that the indorser declines respon* 
sibility as a party to the bill and merely transfers title toj 
it to the next holder by his indorsement* It does not 
a0ect the negotiability of the bill» although its exchange 
value may be affected* , 

29* A condltlomil IndorBeinent is one that makes* 
payment conditional on the happening of some specified 
event. Such indorsements, while allowable in American 
and English law, are not recognized in the European codes,j 

30« An irregriilar Indarsentent is one made by a per^ 
son not the holder of a bilh It is called in Great Britain al 
ftiasr imiorsemmf, and on the continent an mfaL On the con- 
tinent, it is customary lo write an avai on the face of a bilL^ 
The purpose of such indorsements, in the case of bills o^ 
exchange, is usually to increase their negotiable value by ' 
g^uaran teeing their payment to subsequent indorsers. The 
obligation assumed by an irregular indorser depends on the 
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relation he bears to the bill and to the other indorsen 
is a matter of law» 

31* Name of Payee or Indorsee Misspelled. — If, idi 

jfyjjl that is payable to order, the name of the payee 

ji^dofse^ is misspelled or incorrectly written, he should fin 

i^€3otse exactly as it is written on the bill and then write hi 

^^xrect name with his title or desig^natlon, if any, nnderneat 

^2- Order of ludorsenieiits.— When there are two i 

^-;,r^ indorsements on a bill, each indorsement is suppose 

Have been made in the order in which It appears, an 

w^^y should, so far as possible, be written in such order 

3 3* Place for Indorsements. — An indorsement wri 



le^ 



on the face of a bill is valid, but the usual place for ^ 



* j4^>rsement is across the back of the bilh In Amerlcai it i 
^g^tOTnary to write the indorsements across the back of tb 

left ^^^ ^^ ^ ^*'^*' ^^ foreig^n countries, it is customary t 
^.j-ite them across the back of the right end, bringing th 
first indorsement across the back of the sig'nature of t^ 
<jra^ver of the bill- 

34* Allonge .^When there is no more room on a hi 

for further indorsements, a slip of paper called an alloiifl 

mny be attached to the bill and indorsements may be writte 

on til is. In order to prevent fraud and to show that tl! 

alJoogre is a part of the original bill, the first indorsement o 

the fillonge should begin on the bill itself and end on th 

allongr^ in such a way as to make it difficult or impossible % 

remo^ve the allonge from one bill and attach it to anothel 

In ^i:>TTie countries, this is a requirement of the law, and it i 

therefore safer to follow this rule in all cases where a 

allongr^ ^s necessary* 

35* I>nte, Consideration, Order.— The French cod 

requires that an indorsement shall be dated, shall state th 

cofisiH oration and the indorsee, and shall be to order. Th 

omission of any of these requisites in an indorsement mad 

in France has the effect of making it a **procuration'* or a: 

agency indorsement, An agency indorsement does p 
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negotiate a bill; it merely mmkes the bolder aa a^ent for its 
collection. CoEiseqoetitly, the indorse meiit of a bin dravri^ 
^oo Frmoce mast coaform to these reqtureineiits to b^ 
oejf^otimble. Gennaiiy, Eoglatid, America, and other a>iio. — , 
tries do not make such requirenieaU* although it is cu&totnai 
in Enrope to use the words ''^ahie received** or their equtr ; 
lent, on an iDdorseineot and to date it. 

36* tudorsemetits Itt Writlnir*— The laws of allfo^^^ 

ctsn conntries reqmre that the holder of a bill sign h w^ ^^ 

iadofsement in writing, while in America an tndofaeoient t^:^^ 

). rubber stamp is alkiwable. In the case of cbedcs and mhua ^^=3 

^bilb issued tn foreign countries and negotiated in Amerii^^^ « 

^d^ indorsements shotild be written as shown in Fig.3(iiK(i^^^ ^ 

(r)- Fi£. 4 (m), (^K aiid (r) shows incorrect forms 
\^ltm same indorsements. An examination of the differ 

O TSegien ts wiU show that the payee and ei^ery subseqnen^^ 

tliat acquires possession throngh a special tndoi 
si that has been signed must indorse in writing, and 
peciai iodociement by mbber stamp foUoving a 

U unsigned, acts as a blank indorsement Itsel 
* wad therefore does not require a written sigBattire^ If 

asdorsemem of a bill indorsed as in Fig. 3 (^) is sigQ< 
I m writing, k is sufficient; but it is better in all cases th 
bankers shonld follow the rnle indicated in Fig* 3 (a) and (r ) 
Owing to the fact that stamped indorsements are vaKd t^ 
K America, officers of inland banks freqt»entl j ^1 to sign thei M 
names beneath the stamped todorsements. In snch case^ ^ 
forefgn-e^rhaitge banker sometimes considers himself pim m ^ 
fied m sspplimg tiie missing signature and gnaranteeii^g al X^si 
preTions indonetaeots* This is done to save delay, 

37. lodors'emenfs of MarHed Women, Hic. — A btlk J 
drawn to the order of a married woman, as Mrs. John Smiih«. 
shonld be indorsed hj Mrs. Smith writing her full name, a^s^ 
Ann Smith, wife of John Smith, or widow of John Smithes. 
bot the indofsement as Mrs. John Smith has generally beeo^^^^ 
' aocepced, alfbofigh in the United Kingdom sneh an indorse- — 
ment woald reqisire to be guaranteed. In the United 
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j^-y^^^dom, when the payee or indorsee of a bill is described 

^ Jl^ir. or Mrs. or Miss, the indorsement must be the 

sfirm:^^^ name, and the prefix or title, Mr., Mrs., Miss, 

j^^^t be dropped, unless the indorsement is guaranteed, 

-_ ^:^plained above, 
as 

^p ^« Examination of Sigrnatures and Indorsements. 

T^ 1^^ essential in handling^ foreign bills of exchange that the 
exoto^^^^ clerk should see that all signatures and indorse- 
^^^3,ts are by principals or their duly authorized agents. 
gQ-j-^^e commercial and manufacturing institutions in America 
3j.^ ^\rery careless in this matter and allow clerks to sign and 
indorse drafts for collection, using their .initials. It is always 
pj.c>per for a bank clerk to inquire by what authority a person 
or cl^rk is signing for a house or for his principal. If a 
person has the authority to sign checks, it may generally be 
assiai^^^^d that he has the right to sign in the case of foreign 
bills- The safest way, however, is to know positively in 
wha.t: capacity the person is signing, and whether he has the 
authority to sign and indorse. 



DUTIES OF THE HOLDER OF A BILL. 

The duties of the holder of a bill in regard to 
(1) it;s presentation for acceptance or payment, (2) its pro- 
test: £or dishonor, and (3) notice of its dishonor, whether by 
noT^-a-cceptance or non-payment, are determined by the law 
of t.hc place where the act is done or the bill is dishonored. 



^PRESENTATION FOR ACCEPTANCE AND PAYMENT 

4CJ. Object of Presenting? for Acceptance. — A bill 
tha.t: is payable at a fixed time after date is presented for 
acceptance in order to secure the liability of the drawee; 
that: is, his written agreement that he will pay it when due. 
A bill payable at a fixed time after sight is presented for 
acceiDtance to secure the liability of the drawee and to 
esta-tolish the date of its maturity. 
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4 1 < Time lor l*reHi«iitat ion, — L English and America^ 
law^s require that a bill payable after sight shall be presented 
for acceptatice within a reasonable time; and in determining 
what is a reasonable time, regard h had lo the nature of the 
bill, the usage of the trade with regard to similar bills, and 
the facts of the particular case* By the German Exchange j 
Jaw (Aft. 19) « if no time is fixed for presentation, it mus 
be presented (for acceptance and payment) wtthm 2 f€B 
of its date. By the French code (Art* 160)* as amendeiJ 
May 3, 1862, bills payable after sight are divided into classesJ 
according to the places where they are drawn and payable,] 
and definite limits of time for presentation are fixed, varying ' 
from 3 months to 1 year, 

2. A domiciled bill must first be presented to the drawee j 
for acctptmtee^ whether or not there is sufficient lime to havej 
it forwarded to the place of domicile for presentation at 
maturity > It is clear that otherwise it will not be paid at tti 
domicile because the acceptance of the drawee is the proper^ 
authority for its payment, 

3. A bill must be presented for payment on the day on 
#hich it falls due* and where days of grace are allowed, 
the third day of grace is the due date* If a doiDictled 
bill cannot be presented at place of payment until after 
its maturity (for example, a sight bill drawn on LIveTpool 
and domiciled in London), the acceptance of the drawee 
holds until it ts so presented, unless unnecessary delay in 
presenting for payment can be shown, 

4. A bill payable at a fixed time after date, if not pre- 
sented for acceptance before maturity, becomes payable 

^^^ on demand. 

^^^ 42, Qimliried Accoptance*^ — In Continental Europe 

■ generally, a holder cannot decline a partial acceptance of 

■ a bill (that is. an acceptance of part of the full amount of the 

■ bill); but any other qualification of his acceptance by the 
I drawee is equivalent to non-acceptance. In America and 

■ England* other forms of qualified acceptance are allowable, 



ill 
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43. Form of Acceptance. — The form usually required 
is for the drawee to write his name across the face of the bill 
under the word **Accepted,** writing the date of acceptance 
also. In England ahd Germany, the signature alone has 
been held sufficient. 

PROTEST FOR DISHONOR 

44. The dishonoring? of a bill is its non-acceptance 
OP non-payment by the drawee. A protest is the certifi- 
cate of a notary that a bill has been presented and dis- 
honored. Noting is the first step in protesting, and is made 
by the notary. It consists of making a note or minute of 
the fact of its dishonor on the bill at the time of its presenta- 
tion and dishonor. The second step is the drawing up of the 
protest. In England, it is sufficient to note the dishonor of 
Oi/and biWSf without the formal protest; but foreign bills must 

6e protested. In America and England, the holder has 
/^ecourse against the drawer and indorsers for non-accept- 
aoce; but under the Continental codes he can protest for 
U(^ fa -acceptance and demand security from the drawer and 
inciorsers until maturity, or he may claim repayment with 
Costs from the previous indorsers. In America and Eng- 
land , after protest for non-acceptance, the protest of a bill for 
non-payment may be dispensed with in some cases. Under 
th^ Continental codes, the holder is required to present the 
till sigain at maturity and protest for non-payment, if unpaid. 
\^ ^A^merica and England, the protest of a bill for non-pay- 
xnent: must be made on the due date; in Germany, it must 
be made not later than the second day after the due date; 
in France, it must be made the day after it is due. 

It should always be the aim of the last holder of a bill to 
obtain its payment without unnecessarily running up expenses 
for notary's fees against the drawer and indorsers. Conse- 
quently, a banker will at times exercise discretion in pro- 
testing: a bill for non-acceptance or non-payment, first noting 
for protest, then cabling for instructions to the drawer or 
previous holders. His knowledge of the standing of the 
drawee will decide his action. 
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NOTICS 0F DISnONOH 

45- Notice is the forcnal notilication sent to the drawer 
and indorsers that a bill has been dishonored. In England 
and America^ notice is generally required to be sent the day 
following the protect. In Germany, it must be sent with in 
8 days after* In France, the time allowed is governed by 
the distance; for instance* it must be given within 15 days 
of date of protest if the drawer or indorser lives within 
5 myriameters* When a bill drawn in France and payable 
in England is protested for non-acceptance, the bolder has 
1 month in which to give notice of protest to the drawer 
and to a French indorser. In Spain, notice of dishonor by 
non-acceptance is not required* 



BiATUitlTIES 

46. The maturity* or due date, of a bill is determined 
by the law of the place where it is payable. In the United 
Kingdom and in some states in America, 3 days of grace 
are allowed; in France, grace is not allowed; in Genu any, 
the holding banker may, at hi& option, allow 2 days. 
When a bill payable after sight is dishonored by non*accept- ^ 
ance, its due date is figured from the day of its noting or f 
protest, whether on a later presentation it is accepted or 
not. Under French law, if an acceptance is not dated, its 
maturity is figured from the date of the bill, and this is gen- 
erally true everywhere. In France, a check drawn and pay- 
able in the same place must be presented in 5 days, and a 
foreign check in 8 days; otherwise, the holder has recourse 
only against the drawer. 



I 



47. stale, or Overdue, Checks. — ^A check must be 
presented for payment within a reasonable time, usage and 
the facts in each particular case determining what is a rea- 
sonable time. In England, a case is cited in which a check 
was considered siaie that was not presented wtthin 2 months 
after date. An English authority says: **A banker to whom 
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an overdue or stale check is presented for payment is not 

bound to cash the same without consulting the drawer." 

Age may be a cause of suspicion, but not of avoidance." 



CURRENCY AND SUM PAYABLE 

48. A bill draMrn In a different currency from that 

of the country on which it is drawn is payable at the rate of 

exchange for that currency in the city where paid on the day 

of payment. For example, a bill drawn in America in ster- 

lijjcr on Vienna will be paid in kronen at the rate of exchange 

0/7 London in Vienna on the day of payment. The drawer. 

Aovv^ever, may fix a rate of exchange at which it is to be paid, 

// riot prevented from doing so by agreement with the drawer. 

VVlien there is a discrepancy between the words and the 

figTjires of the amount of a bill, the sum expressed by the 

Wo x-<3s is generally payable. Usage, however, and in some 

instances the law, provides that in case of discrepancy the 

sm ^ller sum is the amount payable. 



ALTERATION OF A BILL. 

^Lr^^« The material alteration of a bill after delivery 
witlinout the assent of all parties to it makes it void. Any 
alt^x-^tion of the date, the sum payable, the time of payment, 
. th^ I>lace of payment, or the addition of a place of payment 
to ^r^ acceptance without the acceptor's permission, is con- 
sider* ed a material alteration. In England, to change a bill 
dr^L^^trn to bearer and make it to order would not be consid- 
ered a material alteration; but in Germany such a change 
ma.c3.^ on a check or the cancelation of the words **or bearer*' 
ina.k:^s it void. 

IDENTIFICATION 

£i^)« The Identification of the holder of a cheek is 

reci-u.ired in America, but is not generally required in Europe. 
In. -/America, it is the universal custom, having the force of 
la'w, for a bank to require the holder of a check whose 
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identity is unknown or unsatisfactory to brin^ proper evidenc 
of the same. The uiiiial way is to require either that ihe 
indorsemeut or guarantee of a responsible person known to the 
bank f^hall be given, or that the check shall be passed through 
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some other bank. In the United Kingdom, uncrossed chec"! 
and in Europe generally all checks, are practically pay a" 
to bearer* Possession is considered in itself evidence 
identity. This relieves the drawee bank from liability € 
places it on the drawer. In intemalional banking, howe^w 
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it is the usage for the drawee bank to pay only those checl^^ 

of whose issue it has been advised by the drawer. Th*' 
affords the drawer a measure of protection. If the purchas^^ 
of a check is a private person, the Issuing bank sometime^ 



§23 FOREIGN EXCHANGE 36 

protects itself further by obtaining from him a specimen sig- 
nature of the payee. This signature is mailed to the drawee 
with the advice, and obliges the drawee to compare the 
payee's indorsement with the specimen. 

61. Crossed Checks. — The difficulty just stated has 
been overcome in the United Kingdom by the use of what 
are known as crossed checks; this form of check being paid 
by banks only in account, never in cash. Crossed checks are 
defined as follows: 

1. Where a check bears across its face an addition of 
{a) the words **and company" or any abbreviation thereof 
between two parallel transverse lines, either with or without 
the words **not negotiable*' (see Fig. 5); or {d) two parallel 
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Fig. 7 

3.nsverse lines simply, either with or without the words 
tot. negotiable" (see Fig. 6); that addition constitutes a 
:>ssing, and the check is crossed generally. 
2- Where a check bears across its face an addition of 
^ name of a banker, either with or without the words **not 
gj-otiable** (see Fig. 7), that addition constitutes a crossing, 
c3. the check is crossed specially and to that banker. 
-^^ check crossed generally will be paid by the bank on 
&xc:h it is drawn only when presented by another bank, 
,l^ss the payee or indorsee presenting it is a depositor of 
e: bank, and then not in cash but only by credit in account. 
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A check crossed specially will be paid by the hank on 
which it is drawn only when presented by the bank to which 
it is specially crossed, or by the agent of that bank 'for 
collection.'* 

The following rules govern the crossing of checks: 

1. A check may be crossed generally or specially by the 
drawer. 

2. When a check is uncrossed it tnay be crossed generanv 
or specially by the holder, 

3. A check that is crossed generally may be crossed 
specially by the holder. 

4* When a check Is crossed generally or specially, tk^^ 
holder may add the words **not negotiable/' 

5. When a check is crossed specially, the banker to whc^ '^^ 
It is crossed may again cross it specially to another bankes-^ ^*' 
his agent **for collection/' 

6. When an uncrossed check or a check crossed generaini^ -*"^ 
is sent to a banker for collection, he may cross it speci al^C^ ^»t 
to himself* 

HILL STAMPS 

52* A bin fit amp is a stamp required by law to 
affixed to bills of exchange and other orders for money 
Bill stamps are required in almost every country outside o 
America. The amounts of these stamps vary in diflferenv 
countries, but their use is governed by the following rulcs^ 

1* When bills are issued in sets, only one bill of each set::3 
is required to be stamped, usually the first. 

2. Bills domiciled in a different country from that on 
which they are drawn require stamps generally both in the 
country of acceptance and in that of payment, 

IL Bills negotiated in other countries than those on which 
they are drawn cir where they are payable require stamps 
generally in each country where negotiated. This stamp is 
called ''timbre de passage,^* 
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4::!REDITS AND LETTERS OF CREDIT 



DEFINITIONS AND OBJECT 

'^ m A credit is the contract of a banker to place a 
^^crified sum at the disposal of a client, subject to certain 
^cij^'i^irements stated therein. When the contract is made, the 
^1^x3. Iter is said to have opened a credit for account of his client. 
'TT'liis contract may require the banker to make the credit 
^^^i^xlable by drafts on himself or on another banker (called 
-j^^ accepting banker). If the latter, then the credit has not 
,^^Ti properly opened until the opening banker has advised 
|-^^ accepting banker of the terms and conditions of the 
.^^c3it and of the name of the drawer of the drafts (called the 
^^^^^^dited party). The evidences of the contract are a guar- 
gi^xTty given by the client, and usually, though not always, a 
\etter of credit issued by the banker. 

^/V letter of credit is a letter issued by a banker author- 

\2in£ ^ specified person, firm, or association, known as the 

accredited party, to value (draw) on one or more bankers for 

ati amount or for amounts not exceeding in all a stated sum, 

anci guaranteeing the acceptance and payment of those drafts 

it drawn in compliance with the term specified in the letter. 

The object for which credits are opened and letters of 

credit are issued by bankers is to facilitate the financing of 

commerce and travel, by providing merchants, travelers, and 

others with the means by which to obtain funds. 

Qf^igkUd by International Textbook Company. Entered at Stationers' Hall, London 
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FORMS AND FEATCTSBS 

2* There are two classes of credits, known as mmmfnim 
I crtdits and iraveiers' cridiis, the name of each class uidicalinE 
its particular object. 

Commercial creilltB are opened by ttiail or cable, 
letter of credit is usually issued for a credit that is opened^ 
by mail, but rarely for one that is opened by cable. 

A coinmerctal letter of credit is a letter issued 
addressed to the accredited party by the bank that opens tlx^ 
credit. It author isses the party to draw on that bank or ox: 
another bank under certain specified terms and conditions 
and guarantees the acceptance and payment of all drafts tl^^ 
are drawn in compliance with those terms. 

When a letter of credit is issued, it is delivered to 
importer or the client for whose account the credit has be^^ 
opened, and he in turn sends it to the accredited party ^| 
evidence of his authority to draw against the credit. ^* 

A cable credit, also a mail credit for which no letter 
credit is issued, is generally advised by the opening bank 
the accepting bank only; and the accredited party is th^sa 
merely informed by his customer that a credit has be^^ 
opened with a certain bank. Banks that do an extensi^^^ 
commercial credit business, however, frequently arran^^ 
special cable words, for the advice of credits, with banks ^ 
cities where the accredited parties will negotiate their drafl^f 
By this means, ihey cable the advices of credits d rect ^^ 
those banks, which is practically equivalent to issutui^ letter: ^ 
of credit to the accredited parties. 



3, Commercial credits are described as eoiinrmod 
uncoiiflrmet] ereilltia* a confirmed credit bein^ one that b 
also been guaranteed by the accepting bank* and an unc< 
firmed credit one that has no such additional gnaran 
AlthouE:b a letter of credit is the issuing bank's confirmat 
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Application for Commercial Credit 



-^190— 



Messrs.- 



Gentlbmbn 

issue 



Please ^^'^- by_ 



Mall or cable 

COMMERCIAL CREIIIT 



on- 



_for_ 



p^^j^H>city Foreif B amoont 

in favor of 

for account of _ 

„ _^ of firm orderiaip credit 
Jlaio^ 

AvaHalJ^c ^y drafts at 

Si b». *^*^' ■•"*> '^•y*' ••«***• '*^- 

T^rpciJttieuts to be attached to drafts: 

State documents required 

for sbipro«°^s of 



lUl i»»--«^ 

Klad •«> J q«»*"*'*y »* merchandise 



pcr__ via to _. 

Steamer of •••ling vessel Route Name of port of entry 

Shipments from j^^*d*°own *° ^® completed not later than 

Insurance is to be covered by .._ . 

This credit is to remain in force until 

Remarks: 



Yours truly, 
Pio. 1 



FOREIGN EXCHANGE 

Commerdal Letter of Credit 



FOREIGN EXCHANCS BANK 



Nw. 



Amount.. 



NKW YORK»- 



Dkak Siks: 



We hereby authorize yoa to value i 



at 



.si^ht. for any sum or sums not exceeding is s 



.invoice cost. .. 



_o(_ 
>to_ 



for account of 

for 

to be shipped per 

The conditions and terms on which this credit is issued, are: 

The bills of ladinj^^ are to be filled up to the order of 

The insurance is to be covered by 

The credit will become void if not used before . 




Immediately on completion of each shipment made within the i 
of this credit, a Cfipy of the invoice and all the copies but one of tb 

relative bills of lad in:,' must be forwarded to 

Thf; nrmAir.:nt( hill of ladinj^ must be forwarded by the steamer cai 

inj( the snoods, to ._ . 

A rr-rrififrfl invoice i■^ to be *ient to ._. 

HilK flrawn i:::der tiiis credit must bear on their face the word 
"rlr.'iwii r.nrier ^reflit. No. of the Foreign Exchangee Bank "^^ 

New York, dated VM). ." The amount of each bil S- ^ 

ne^r,ti.-itf."rl i:nder this credit must be entered on the back hereoi -^^ 
♦oi^rf'ti'T with the date of negotiation and the name of the bank^*^ 
;.»'j(oti;t!i;i'^ the «-anH". 

We lierebv nt^ree with the drawers, indorsers, and bona-fide bolder 
of bill-, rlr.i'A:. iiiulcr this credit and in compliance with its terms, .^ 
that the s;j:i.«; shall be duly honored on presentation at the office o^^ 



Yours truly, 



i. a 
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of the opening of a credit, it is not regarded by com- 
mercial houses generally as a confirmed credit until the 
accepting bank has also guaranteed the acceptance and 
payment of drafts drawn under it. 

A confirmed credit, like a certified check, is not revocable, 
while an unconfirmed credit may be revoked unless other- 
wise provided, or the acceptance or payment of drafts drawn 
under it may be refused. by the accepting bank of its own 
will. Both the revocation of credits and the refusal of drafts 
are rare occurrences; but to avoid this possibility, some 
shippers require confirmed credits. 

Fig. 1 shows a form of application for a commercial credit. 
It contains all the requirements of the importer that are to 
be incorporated in the credit. 

Fig. 2 shows a form of commercial letter of credit. On 
the back of the letter, Fig. 3, is a space in which the several 
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DATE 


PLACE 


rcconATOBY 




AMOUNTM 1 
FIGURES 1 

















Fio. 3 

:3ills drawn against it are to be entered by the bank that 
meg^otiates them, at the time of their negotiation. 

Fig. 4 shows a form of guaranty given by the person, 
Firm, or corporation, for account of whom the credit is 
c^pened. This guaranty is the basis on which the bank opens 
t.'he credit and delivers the letter of credit to the importer. 

4. Essential Parts of a Comiiierclal Credit. — An 

examination of the blanks illustrated in Figs. 1 and 2 shows 
that they cover the following essential points: 

1. The four principal parties to a commercial credit; the 
tank that opens the credit; the paying or accepting bank 



§24 FOREIGN EXCHANGE 7 

(drawee) on which the exporter or shipper is authorized to 
draw; the exporter or shipper in whose favor it is opened; 
and the importer for whose account it is opened. In the 
case of issuing banks in interior cities like Chicago, or St. 
Louis, the forwarding agents at ports like New York, 
Boston, or Philadelphia may also be named. 

2. The terms on which the bills are to be drawn against 
the letter; namely, whether at sight, or at a given number of 
days or months after sight or date. 

3. The amount of the credit. 

4. The amount for which each bill may be drawn; that is, 
whether for full invoice value, or for, say, 75 or 90 per cent, 
of it. and whether freight and insurance are to be included. 

5. The destination of goods, and how they are to be 
shipped. 

6. To whose order the bills of lading are to be drawn, 
grenerally to the order of the issuing bank. 

7. Where the insurance is to be placed. 

8. When the credit expires. 

9. The disposition of the invoice and all other documents. 

10. The reference in the bill to the particular letter of 
credit against which it is drawn. 

Each banker prepares a form of letter to suit his own ideas 
as to wording and order, hence there are slight differences 
in them; but the general plan is the same in all. The instruc- 
tions given by the importer and stated in the letter also vary 
considerably. For example, in paragraph 4, the space might 
be filled in to read **invoice cost only,*' or **invoice cost, 
freight, and insurance,'* or ** three-fourths cost and insurance," 
or some other form. 

There are differences also in the forms used for the 
guaranty. Some bankers, however, use a receipt and con- 
tract attached to a copy of the letter instead of a guaranty. 
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ABfAKTAGES OF COMMCflCtAt. CBEDtTS 

Bm la many countries^ because of their md vantages, coq}* 
'niercial credits ^re required by exporters as a condition to 
the shipment of goods ordered, but ihey also afi^ord advan- 
tages to the importer. 

6. AdTtititaipes to Ehe Exporter. — 1, The exporter 
has practically made a cash sale; that is, he will receive cash 

Fimmedialely on f^lfininij the conditions of the credit, either 
for the full amount of his invoice or for so much of it, mdi- 

^cated in the credit, as he has agreed with the Importer to 
accept* 

2. The responslbilitf and guaranty of payment of the 
issuing bank gives a standing to the exporter's bill that 
documentary bills ordinarily do not possess. For this rei* 
son» he can readily negotiate his bill at any banker's (unless 
restricted by the letter to a particular bank), and shau\^ 
therefore obtain the most favorable rates of exchange. 

3. As soon as the exporter has negotiated his bill, ^^ 
financial respoosibtlity is at once shifted to the issuing ba_ ^' 
This is not the case with ordinary documentary bills, ^* 

drawer of which is responsible for their non-acceptance —^ 

Inon-payment, 

7. Advntitriiyres to the Iib porter,^!. The impon^ 
can generally obtain more favorable prices from theexporr' 
than he otherwise could. 

2. He can place advance orders md thus afford i* *^* 
exporter ample time to obtain the goods or to manufactir-*'^^^^^* 
them: and at the same time he can restrict the time of tb^ ^-M^ hch 

the 

r he 
the 



shipment by making the credit expire at a reasonable ti 

3, He can protect himself, on agreement with 
rexporter, by ^imiting the amount for which hills may 

drawn to a certain percentage of the invoice value of 
merchandise. 

4, Hy nrrangement with the isstttng bank, he may h 
the bills drawn iiaya^lc at such a tiiDC, after sight or d 
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as will enable him, on arrival of the goods and on signing a 
trust receipt, to obtain possession of the whole or part of 
each Invoice (as he requires), to prepare them for market, 
and even to dispose of them before the maturity of the bilL 



^^HB TRtTST RECEIPTS 

■ 8» Parpase of Trust Receipts. — A trust receipt is the 
receipt and contract of the importer given to the bank when 
either the whole or such part of a shipment as is described 
in the trust receipt has been delivered to him before he has 
made settlement for the relative draft. There is no estab- 
lished form in use. Fig. t5 shows a g^eneral form^ in Fig. 6 
i$ shown a form for the use of manufacturers that import raw 
or manufactured materials and make them over in such form 
that their identity is lostt so that it is practically impossible 
for them to be held specifically in trust for the bank. Fig. 7 
illui^trates a form used for the warehousing of the goods; 
while Fig. 8 shows a form used for delivery to a purchaser* 
The purpose of the trust receipt is to make the importer 
morally as well as legally accountable for all goods delivered 
to him until they are paid for. Goods that have been ware- 
tioused in the bank's name under th^ form shown in Fig, 7, 
131 ay be withdrawn by the Importer as needed, on the order 
of the bank and against a further trust receipt* If a banker 
can identify the goods surrendered to an importer under a 
€rust receipt, he can regain possession of them {replevy them) 
if necessary. 



■ 9, To Whom Credits Are Issued. — A bank may issue 
credits to those importers only of whose integrity and 

f responsibility it is fully satisfied, and should require financial 
statements from them, from time to time, as is done in the 
^ase of those to whom ordinary loans are made. 
In issuing such a letter of credit, a bank assumes a risk 
similar to that assumed in the loaning of money, for the fol- 
I lowing reasons: (1) It has loaned its credit to the importer, 
m as the basts on which the exporter executes his order for 
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TRUST RECEIPT 



(FOR DELIVERY TO PURCHASER) 



Vijitt^Xtth from Brown Brothers & Co., the following goods 

and merchandise, their property, specified in the Bill of Lading per 

dated marked and numbered as follows: 

In trust to deliver the same to 

who have purchased the same for 

payable in . 

and to obtain from the purchaser the proceeds of the sale of the same. 

In consideration of the delivery of said goods to — in trust, as 
above, — agree to deliver them immediately to the said purchasers, 
and to collect the proceeds of sale, and immediately deliver such pro- 
ceeds to Brown Brothers & Co., in whatever form collected, to be 
applied by them against the acceptances of Brown, Shipley," & Co., 
on *^ account, under the terms of Letter of Credit No 



issued for -^^ account, and to the payment of any other indebted- 
ness of - "- to Brown, Shipley, & Co. or Brown Brothers & Co. 

ours 
It is understood, however, that if such proceeds be in notes or bills 
receivable, they shall not be so applied until paid, but with liberty 
meanwhile to Brown Brothers & Co. to sell or discount, and so 
apply net proceeds. 

Brown Brothers & Co. may at any time cancel this trust, and 
they may take possession of said goods until the same have been deliv- 
ered to said purchasers and the proceeds of sale received from them, 
and thereafter of such proceeds, wherever the said goods and proceeds 
may then be found, and in the event of any suspension or failure or 
a.ssig:fament for the benefit of creditors on — - part, or of the non- 
fulfilment of any obligation or of the non-payment at maturity of any 
a.<xeptance made by ^^ under said Credit, or any other Credit issued 

\=>y Brown Brothers & Co. or Brown, Shipley, & Co. on *^ 

our 

^i^c^count, or of any indebtedness on — ^ part to either of them, all 

c^ l)ligations, acceptances, indebtedness, and liabilities whatsoever shall 

l3.«reupon (with or without notice) mature and become due and payable. 

Dated 190 

( Signed ) . 

x> 

Pio. 8 
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goods. (2) After tbe jirrival of Uie goods, NhiiJpcd on a 
lime credit, by delivering all or part of thera to the importer 
against a trust receipt, it has loaned bim the value of the 
merchandise, for it has guaranteed and become liable for the 
acceptance and payment of the relative drafts. 



eO^T OF COMMEBCIAL CREDITS 

10< Cost to tiie liiii>orter. — For issuing: a commercial 

credit, the bank charges a commission varying frooi i t 
li per cent.^ according to its terms, the amountt the lim 
and the risk involved. The cost of a sight credit is the leas 
for it involves a minimum of risk to the banker, being lake 
up by the importer at sight; that is, on receipt of the doi 
meats with or without the draft. The cost of a time cred 
is higher, increasing with the time and the consequent risi 
and an extra commission h charged for a confirmed credits 
A six months' credit, for example, that costs the importer ^M 
commission of from 1 to Ij per cent*, is equivalent to a loat:::^ 
at from 2 to 3 per cent, per annum » plus the rate of discoun 
at which tbe bills drawn against tbe latter are negotiated, 

11. €oet to the Im^uIjiic lianli,— Out of the commis- 
sion charged to the importer tbe issuing bank must pay the 
drawee acomnnssion of from iV per cent, upon all payments 
and acceptances under ordinary credits. An additional com- 
mission is generally charged for confirming a credit. 



THE WOItKlNi^ OW A COMMERCIAL LETTER OW CMKBIT 

12, Thf^ ImportcTi Ohtfilnlnf? the I^etter* — Having 
made a financial statement satisfactory to the bank from 
which he wishes to obtain credits or otherwise satisfied its 
officers as to his responsibility, the importer arranges with 
the bank fur the issue of letters of credit when needed. 
Having completed his purchase with the exporter in the for- 
eign country, the importer fills out an application to tbe bank 
for a letter. This application containn the information neces- 
sary to the drawing of the letter, as already shown. When 
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the original has been drawn and signed, and the copy made, 
the importer signs the guaranty as shown, or a receipt 
attached to the copy, and receives the original letter. This 
original the importer then forwards to the exporter. 

13. The Exporter: Using: tlie I^etter. — On receipt of 

the letter, the exporter prepares the goods and ships them as 

instructed. Having obtained all documents as specified in 

the letter, he then draws a bill of exchange on the drawee 

named in the letter, following instructions as to terms, 

amount, and wording. He then attaches certain documents 

to the bill as required by the letter, and negotiates it through 

some local bank. The instructions indicate what is to be 

done with the remaining documents. They are forwarded — 

grenerally by the exporter, sometimes by the negotiating 

bank — direct to the issuing bank or — in the case of an interior 

issuing: bank — to its agents at the seaport. Some letters 

x-^quire that a certificate be attached to the bill, stating to whom 
^liese documents have been forwarded. The documents are 
c^ivided, as a safeguard against delays that might result in 
-tx-ansmission, if all were attached to the bill. By their divi- 
sion, also, the importer receives some documents before, or 
^i.s soon as, the goods reach their destination. This enables 
Ir&iin either to obtain the goods under trust receipt or to have 
-tliem warehoused in the name of the bank immediately on 
-tlieir arrival, thus avoiding their removal by the customs 
^B.uthorities to what are called the public stores, 

14, Tlie Neg:otlating: Bank. — The negotiating bank 
^^xamines and compares the letter of credit, the bill, and the 
<3ocuments. If it is found that all requirements of the letter 
laave been met, the bill is purchased. The amount 'of each 
till, together with the date of its negotiation, is entered by 

-the bank on the back of the letter. If it has not expired 

^uid is not exhausted, the letter is returned to the exporter. 

Tf exhausted or expired, it is kept by the negotiating bank 

^nd attached to the bill. The bill and attached documents 

are then forwarded by the bank direct or through some 

other bank to the drawee, according to the terms of the 
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letter. The tttnk thAi oei^otietes a hOil dreira eeainst ^H 
credit k legpoMi ble for tfae identity <pf the di^wer; that is^^^ 
ft mint know that he is tfae pericn tn whose fsYor the letter 
hii bees iieaed. ^ Bejood this tt tM oolf re^nnstM e for a 
critkal emsiaetiaii of the btU aod of the dcnaafiott, 10 see 
ihet they are properly drawn and signed and comply in every 
respect with the reqtttrements of the letter. 

IS. Tlii>e iLeeepcIn^ or Payltiir Bmik* — On receipt of • 
the hin and attached docmxieistf , the drawee exasntDea and 
eocttparem thetn with bis letter of adirice or dapUeate copy of 
the letter. Be then accepu or pays the btll and charges it 
to the iaaving hank. He advises that hanl of the dale and 
am<jtmt of the charge^ azid, in the case of time credits, for* 
wifda only die docnmeots. In the case of si^it credits, be 
ma^ iorwaid the fam also. A credit that has e jcp ired befoie j 
It la oaed or eabmnsted is TaloeletSt nnJ^ia its tine isi 
anIaBdad by an order of the tssntng bank sent to the drawee. 

I Ap Unnhnra Ko« BN^ponai hie for Goods ItaneH bed * 
Bceme d in issuing a commercial crefit, or to 
. accepting, and paying blHs drawn noder tt^ do 
reapooaibflity for tbe qoality or q^aantity of the 
onder tt. Therefore, before placing ht^ 
order aod taking ont his credit, the tmponer sattsSes him^ 
self of the imegrtty and f«^KinsJbility of the esporter 
of his abitity to fnlfil his pait of their coGtract; and 
espocter, if he agrees to draw for a part of the mraCce only, 
himaeU thmt the tmporter will settle for the " 
» agreement, withont making imjosi 
00 hnn* 
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TRAVBIiKRS' CREDITS AND INTERNATIONAIi 
CHECKS 



FORMS AKD FEATURES 

17, A traveler's letter of credit is a letter issued 
and addressed by a bank to one or more of its banking 
correspondents in other cities or countries, introducing the 
person named in it, known as the accredited party, and 
requesting the payment of funds to him on certain con- 
ditions, to an amount or amounts not exceeding in all a 
specified sum. Letters of credit are distinguished as simple 
and circular. 

A simple letter of credit is one that is addressed to 
one or at most only a few specified banks, as shown in 
Fig. 9. 

A circular letter of credit is one that is addressed to 
the correspondents of the bank in different parts of the 
world, named either in the letter itself or in a book or 
directory of correspondents furnished by the bank. 

In Fig. 10 is illustrated a form of application for a letter 
of credit, and in Fig. 11 (a) and {b) is shown a form of a 
circular letter of credit in which the accredited party is 
i.xithorized to value on the issuing bank. Fig. 12 (a) and 
[ S) shows a form of a circular letter of credit in which the 
i-ccredited party is authorized to value on another bank 
earned. 

A circular letter is generally printed from steel plates on 
?vater-marked or some other form of safety paper, or is so 
engraved as to make the alteration of it extremely difficult. 
.:£ not altogether impossible. A simple letter is frequently 
prepared in the same way; but this is not so essential, 
fc^ecause it is addressed and advised to only a few banks — 
ordinarily not more than five or six. 

18. Essential Features of Travelers' Credits. — 

V^ile there is no universal form of letter of credit, each 
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Letter of Credit, No. _ . Amount 

Foreign Exchange Bank 



New YORK. iio_ 

(Lb 



Dear Sirs: 

We beg to introduce to you and to commend to your courtesies 



\ 



to whom kindly furnish funds in sums as desired to an amount not 
exceeding in all __ _ . 



against Demand Draft on . . 

Each draft must be sij^ncd in your presence aiul the signature compared 
with the holder's signature, which has l)een mailed to you. It m'^^*^ 

also be marked ''drawn under Letter of Credit, No ,of tti© 

Foreign Exchange Bank, New York, dated ._. _..190 •' 

and must be entered on the l)ack hereof at the time of negotiation, a- ^^^ 

in detail as indicated. 

We engage that such drafts shall be duly honored if negotiated c^»^^ 

later than UK) 

Kindly purchase drafts at the current rate of exchange for simi^9> ^^ 
demand drafts, and see to it that this Letter is canceled and attaclft ^^ 
to that draft l)y which it is exhausted. 

We are. l>ear Sirs. 

Yours trulv, 



Fig. 9 
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CANADUK BANE OF COMMERCE 

Commerctaf NailoiittJ Sank. 
DetroEi. 

Union TniBt Co,| fit LmilBt Ma, 
MEROH/^NTS N^T'L BANK, 

TIrtI Ran BmK Dttitrer. eol. 

FIRST Un mi FORTLAJfD, ORE. 

Ca/isdmn Biiftk of €Qmm«rc9 

¥Qffooviftr^ 8. C. 

Tokobaou Speck Bank Ltd., loaolahi. 

Clirttttl Binl of \iii\t, Antnlti & Cblu, MMlla, Pi* 

BANK OF CALIFORNIA 

SAN FftANCJSGO 

^fjji Wmrmen A MerdMnU NaI'I BahIc 
'^ Haltiinore, 
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M§xko City. 

%mA\ ^nt (if ^lusH ^Mtid. 

Fbjtot. Lundt 5i Co. 
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The First Nitioial Bairk otHefaJi it Honolufi 

Cbirlirid Btitt ot Inilfi, Autlrilii & Cltlai, Kwit]. Pi 

SANQUE DE UlNOaCHlNE 
HONGKONG 

THE TOKDHAMA SPEOm BAN£. YOt^OHAUA 
MERCANTILE B4NK OF INDIA 

BOMBAY. 

iMLO^EGTPTIAH BAM, JHeumtrlL 

Impsnal Ottoman Bank, Cairo 

loathe It an k, inter taken. 

THOS. COOK & SON, GENEVA 

Pild tjr AogloAiiitrtiii Bank, TleoM. 

Dresdner Bank, Berlin. 

Direction dcr Disconlo-Oeftell^chaft^ 

f Illal0 4tt Dretan^r Banlf 

KIOBENIIAl'JiS HAKDELSBANK, im^iigm 

FAER3 BANK. LONDON 
nmTERDJfMSCHE BAKK, 

Pati PAfi CREDIT LYONNAtS, Paris. 

THOS. CODK & SON, BntsseU* 
PARR'S BANK ltd.. Livsrpo&l, 
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bank adopting its own form, yet all letters of credit hav^e 
the same essetitial features* In somei the accredited panj 
is authorised to draw: in others ^ the paying banks 
requested to pay him against his receipt in duplicate. 

An examination ol the forms illustrated reveals the foUovr- 
ing features: 

L The circular letters are issued to two persons, both or 
either being authorised to receive money. Letters may be 
issued to one person only or to two or more persons. 

S* The first form is issued in dollars, and the other to 
pounds sterling, Letters of credit may be issued in frames 
or marks or other currency. 

3. Each is limited as to the total amount that tuay be 



Sforeiiju ExrIjangF Hank 



NEW YORH, 



-100-_ 



^a giur (|Iarrris|)Diilhfnt0: 

/HhA Ultfl AfVVf in uimiiiu 






r?^r«i|A DtpiriBMl 



drawn against it, and as to the time within which it may 
used. 

4. Each draft drawn against the letter must state plaint , 
that it is drawn against letter of credit No 



Some banks require that the date of issue at the letter als< 
be specified on the draft. 

5, The amotmt of each draft must be indorsed oo th* 
letter by the negotiating bank, and the letter itself must b^ 
surrendered to the bank with the final draft that exhausts tt. 
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6. The sigfuatures of the accredited parties, which serve 
as their identification, are placed by them on the letter itseU 
Another form of identification has been very generally adopted 
in recent years as being safer than the former. It consists 
of a separate identification card, as shown in Fig. 13, When 
this form is naed, the wording of the letter of credit is 
changed to read ** com pared by you with holder's signature 
as found on separate card of identification/* In a simple 
letter the signature of the accredited party is mailed to each 
bank to which the letter is addressed, 

7, The correspondents are requested to negotiate drafts 
at the current rate of exchange for demand drafts on London, 
In some letters, they are requested to collect all charges from 
the accredited party: in others, nothing is said of either, 

19, Ijtsts of Correspondents,— Banks that issue letters 

of credit furnish lists of the correspondents that will cash them. 

These lists are printed either on the letter itself or in a 

separate book. The latter form is always used when the 

^j^nature of the accredited party is not affixed to the 

/eCter itself, but is on a separate card that is made part of 

tJiis book, 

20, Printed Instructions for Travelers, — The trav- 
eler is also furnished with printed instructions in regard to 
tfcie; forwarding of mail, cables, etc*; reporting the loss of a 
lette:JT of credit; the extension of the letter beyond its fixed 
da-tc^ of expiration; and the application for the issue of 
adciitional letters. He is also given the names of reliable 
grxns that will attend to the storage and the forwarding of 
bae^^age, etc. 

S 1* Attention Paid to Travelers by Correspondent 
3A3^ks. — Banks that make a specialty of handling letters ofj 
ere<3it give special attention to the receiving and forwarding^! 
of mail and telegrams- In cities like London* Paris, and* 
Berlin, where travelers are most numerous, banks also, as a 
inile, provide a room or rooms where travelers may receive 
an«i open their mail, writer letters^ and read the latest news- 
papers, The traveler is recommended, by the bank whose 
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letter be carries « to select oae forei^it b&ok in wbcise care \ 
mail addressed to bim shall be setiL He i% sUo request^ 
to keep that bank lo formed as to hi& movemeDts, so thS 
mall ma7 be forwarded and cable mes!»ages repeatecL All 
this is attended to by tbe backs withoat charge, except f^ 
expenses actually incurred, sodi a& postage aod lelegrap 
cb arises. 



4 



22. Cable Cl|iher Codeu for TraTelers* — Tbe tssuinfi 
bank often furnishes with each credit two or more copies i 
a pocket cipher code* containing sereral h q o dred words, eac 
bank having its own special code. T^he traveler lakes oq 
cop3r with him and leaves oae at home or at his office. Th| 
code enables him to cable loag messages bj the use of on 
or more code words. This effects a great saving of expense 
inasmuch as the cheapest rate for m foreign message 
2ft cents a word from New York to London or Paris* Tli 
cable addresses of the issntng bank and of its princip^ 
correspondents^ in whose care messages maj be sent* 
given in this book, as Cr ed io Bai i, Pdra (for the CrM| 
Lyonnais, P^ris), or Dresdhank, Berfin (for the Ores 
Bank. Berlin). 

Travelers, canyiog tettets of credit, looelimes rei 
special cable addresses for tbestaelves with one or mad 
banks. For example, a trsreler Baned Frank Henrr Smii 
might register as Fransmitli wtdi the Credit Ljoniiai ^ 
A message addressed Frassnlth, caieCrediooats, P^t 
then be forwarded by the Cr6dtt LyoB&als to Prank Henry 
Kmith* When this Is sot dooe, it is ncccssaiT to use 
entire name, and snch a itiftittige would then be addrc 
Frank Henry Smith, care Ci edianat s, Pmau 

23 4 Lost OP Stolen Credits* — Letters of credit 
rnrely lost or stolen, and when lost dsey rarely fall into 
baiidK t>f those who will at t cin to draw money against^ 
Ihcni wrongfully. Kerertheiess. fan&ers should always^ 
w^H li -A lorson signxBg a draft. Hikcrr aoenstofiied Ic:^ 
(III . I ! ' tr; against ksters d cseA nre gmeially quick tm^ ^ 
I iiy thing siBpiciottS in ^e acts or demeanor of rh^^ 
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person signing a draft or receipt, so that counterfeiting 

sig:iiaiure under the eye of a watchful banker is not an easy 

niatter. The danger of their misuse by the finder is further 

minimized where the signature of the accredited party is 

made on a signature card in a separate book, carried apart 

from the letter itself, because neither letter nor book is of 

anf use without the other. In case of loss, the printed 

instructions inforno the traveler to whom and how he most 

report the fact. On receipt of the in formation » a circular 

canceling the letters is immediately sent out by the bank to 

all correspondents. The cost of printing and mailing this 

circular, and also any loss resulting from the misuse of the 

lost letter before receipt of circular, is collected from 

the accredited party. 

24* Extending the Term of a Credltt — The duratiOB 

or term of a letter of credit is given on its face. If a 

fr^veler wishes to have the term of his letter extended, he 

c^o generally arrange to have it done by applying to the| 

's*» tiling bank or to the correspondent on whom the letter is 

Isssr.'a^d. The extension, if granted, must either be written 

Oj3 ^e face of the letter of credit or be ia the form of a I 

'e t- 1 ^r to be attached to it. 

^2 A, Additional Funds and Suppleineotary Letters 
o^ ^ZTrodlt,— Sometimes, the amount of a letter is insufficient 
' *he needs of the traveler. In such a case, he may arrange 
lr:mave additional funds cabled to him by the bank through 
or^ ^^ of its correspondents, or he may arrange to have a sup- 
1>1.^ ^mentary credit issued. This supplementary credit is not 
nr^k ^ iled to the accredited party direct, but to one of the bank^s 
c^z^xr^x^espondents, for delivery to him on identification. The 
tir^i.-%?eler is recommended to retain the old letter of credit 
X t ^i a small balance unused for his identification. 

^26. storage ami Forward I nir, — In order that travelers 

3 know of reliable firms that will attend to the storage 

% forwarding of baggage, etc., the issuing bank, in its 

\!io^7>k of instrnctions, generally gives the names and addresses 

of such as it is able to recommend. 
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27, Insurance* — In order that travelers may iDsure 
iheir personal effects when absent from home, a form of 
policy known as the l^a^urisis' floater is now issued. Fig. 14 
shows a form in which the traveler is insured without limit 
as to territory* The cost per $1,000 of such insurance is as 
follows: 2 months! $7.50; 3 months, $10; 4 months, $12.50; 
5monthSt$15; 6 months, $17.50; 1 year, $20. Another form 
is limited to use in the United States and Canada; in it the 
theft clause is omittedi and the rates are 20 per cent, lower 
than the former^ 

COST OF TBAVBLERS* LETTERS OF CREDIT 

28* Cost to the Traveler, — The nsual commission 
charged the traveler for a letter of credit issued in dollars Is 
from i to 1 per cent,, according to the amount of the letter 
and the custom of the place of issue, the minimum comrais* 
sion being $2.50 to $5. 

The usual commission charged the traveler for a letter of 

credit issued in a foreign currency is 1 per cent. The dollar 

^alue is generally figured at the posted rate for demand 

1)ills for that particular currency, the minimum commission 

being $5. 

When cash is not paid in advance for a letter^ the issuing 
"bank generally charges the traveler interest on each draft 
from the time of its payment abroad until the banker's reim- 
bursement at home, not less than 10 days. 

For cashing drafts drawn by travelers against letters of 
credit there is no fixed tariff of charges. Banks may charge 
a small commission, or they may make their commission in 
the rate of exchange. For example, a person traveling in 
Switzerland presents a letter drawn in pounds sterling. If 
he asks that English gold be paid him, the banker will charge 
him a commission to cover the cost of getting the gold and 
collecting his draft. If the traveler asks for francs, the banker 
will figure the francs at such a rate of exchange as will 
give him a commission over the cost of collecting the draft* 
Travelers sometimes return letters of credit without having 
used them. It is customary to make such persons pay the 
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minimum commission to cover the trouble and expense ol 
issuing the letters. 

29i Cost to the Is^iiliiff Blink, — Travelers' letters of 
credit are valuable in proportion to the extent to which they 
are recog^oized throughout fhe world. The batilter, there- 
fore, must make arraogements with from 1.000 to 2,000 
banks to ca^h his letters of credit. This involves a heavy 
expense in the supplying to each correspondent of a specimen 
letter and official signatures. The actual cost of the engraved 
letter, the printed list of correspondenlSi ihe book of instruc* 
tions to travelers, the cipher code, and the pocketbooks io 
which they are carried is also considerable, each letter cost- 
ing a bank from 50 cents to $1. 

The charges made by the foreign correspondents, on whom 
the accredited party is autboriEed to value {draw)» vary. 
They do not usually exceed a commission of 4 per cent. 



Ca^UITlONS ANH TERMS OW It^SUE 

30* To Whom Letters Are Iss^^tiefl-— Since a bank's 
letter of credit is its introduction oi the person named in iu 
to that bank's foreign correspondent, it is assumed by the 
latter that the issuing bank, in granting the letter of credit* 
has satisfied itself that the accredited party is a proper 
person to introduce to them. Therefore, as a condition oi 
issue, it is most essential that the applicant far a letter 
of credit be personally knowTi to the bank, or that he fumish 
a satisfactory introduction. 

31 , Terms on Whk-h Trotters Arc* l«»uetl-— The usual 

terms on which letters are issued are as follows: 

L A cash payment for the full amouni, plus commission- 
On cash letters for lat^e amounts, say $5,fHJ(> or its equiva- 
lent, the commission is, in exceptional cases, reduced or 
altogether waived, the bank making its profit from the use 
of the money. This practice, however, is not to be 
recommended* 

2. A satisfactory guaranty of repayment of the amount 
used» with commission and (generally) interest. Fig. 15 
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GUARANTY 

FOR 
Letter ol Credit, No. KxpMng 



J90_ 

VifBXtWSif the Foreign Exchange Bank of New York has issued 

a Circular Letter of Credit, No , dated 

expiring , for the sum of 

in favor of 



we jointly od,e l^-r.lly ^° ^^^''^y S^^^^^V and "g^e to pay to the 
said Foreign Exchange Bank, on demand, each and every amount 
drawn against the said Letter of Credit, together with the usual 
charges. 

In case the said Letter of Credit is lost or stolen, the said Foreign 
Exchange Bank is hereby authorized, on receipt of notice of such loss, 
to notify its correspondents of the same and to take such precautions 
as the said bank may deem advisable for the prevention of fraud, and 

r-r-Tt ^ if agree to pay any expenses occasioned thereby. 

In case drafts drawn against this said letter of Credit shall be 
cashed by any banker, under the usual precautions, before the receipt 
by him of notice of said loss, -^-_^--_^_^--^-^- agree to indemnify 
the said Foreign Exchange Bank against any loss therefrom. 

In case of an extension or renewal of this said I-retter of Credit, this 
g^uaranty and agreement shall continue to be binding on "® for the 
full term of such extension or renewal. 
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GUARANTY 



JNL 



Czexjc' LcQcr oi Cn£x, Xo^ 



T^aatagr Eax^MXgt Bank. 



2r suK tut «Kif Leoer c< Crcd * 3fr joa «r 
IS Lie liHit :;i.r4 na^ :*•■:= irrs^.': err ^e T*r*weiri^c di fcard. 





IT* iixn -r iiTi:* -r ii..i j-s.-! -- ----- - - - jbcrcetA 

Tins x^innr- iJiii i^r-s-rt*:;: <i^.\ :--r-3ft rj ie '^j"^"'^; ob — i^ J 






-h.^ ±iJ ti— n -.d CTt::i tsTi-idi*:' 



lewjL 



FOREIGN EXCHANGE 



33 



shows a forra of guaranty* The guarantor promises to pay 
all drafts drawn against the letter, together with the usual 
charges. In case of its loss, he authorizes the bank to notify 
its correspondents by circular of the loss and cancelation of 
the letter, and agrees to pay all expenses and loss incurred 
through misuse. The guaranty is generally regarded as 
satisfactory when given by the accredited party himself, if 
he maintains a good deposit account with the issuing bank, 
and authorizes the charge against his account of all drafts 
drawn under the letter; or when given by another bank, or 
by a person or a bitsioess house in good standing. 

3, A deposit of approved collateral as security for the 
repayment of the amount used, together %vith commission 
and interest. When approved collateral is deposited , the 
interest and dividends, if collected by the bank, are credited 
to the account of the drafts drawn against the letter Some 
banks charge a commission for such collection. 

4. A deposit of cash, against which the amount used* 
plus commission, is charged. On the daily balances, interest 
is generally allowed at an agreed rate. 

When letters of credit are issued against a payment of 
cash or a deposit of collateral or cash, as shown in para- 
graphs 1, 3, and 4, a different guaranty should be used, as 
I shown in Fig. 16. 

32, Unused Batonces. — On the return home of the 
accredited party, a letter of credit on which there is an 
uaused balance should be returned for cancelation to the 
issuing bank. In the case of a cash letter, the unused 
balance is refunded to the accredited party. If in a foreign 
; currency t it is generally figured at the rate of exchange 
for the day for demand bills. 



THE WORKmO OF A TRATELER^S LETTER OF CREDIT 

33. ObtatolD^ the Letter* — Having met all require- 
ments as to fttness to carry the bank's introduction, the 
applicant fills out an application blank, in which he states 
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these checks are generally allowed a commission of l per 
cent, by the banks redeemiriif them* 



36. The advantages of letters of credit and travelers* 
checks are as follows: A traveler wishes to provide himself 
with, say* $5,000 for expenses while traveling. He may do 
so in any one or more of the following ways: (1) He may 
carry the entire amount with him in cash* in one form or 
another* (2) He may arrange to have bills of exchange 
sent to him from time to time by his office or bank or family, 

(3) He may buy bills of exchange drawn on the dtfFeretit 
cities that he plans to visit and carry these bills with him. 

(4) He may obtain a traveler's letter of credit. (5) He 
may buy travelers' checks. The first will be attended 
with considerable risk and inconvenience. The second will 
result in considerable annoyance in cases of delay in making 
remittance or through miscarriage in the mails. The third 
requires that he decide on a dehnite route in advance, allow- 
ing for no change of plans and compelling bim to decide 
what amoimi of money he will need in each place. The 
fourth, the safest way, enables him to alter his route as he 
wishes and to draw money in any amount as he needs it, 
subject to the conditions and up to the amount for which it 
is issued. Tlie fifth is v^ry convenient, travelers* checks 
being readily accepted by hotels, railroads, steamship com- 
panies, and generally by merchants. The traveler, there- 
fore, usually chooses the fourth or the fifth way, or both of 
them, taking a small amount of ready money with him. 
Because of their convenience, international checks are often 
used in place of letters of credit, when the amount required 
IS small. When the amount required is large they are some- 
times used to supplement the letters of credit, 



FORE ION MONEY 

37, Bankers issuing letters of credit and travelers* checki 
are frequently requested to pro\ide sufficient foreign mone 
for the immediate needs of their clients on arrival abroad«^ 
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Foreigners — and, on their return, these same clients — wish to 
convert foreign money into dollars, and bring it to the banker 
for that purpose. Many persons expect to obtain the same 
rate for their money on return that they paid for it, and do 
not realize (1) that all capital tied up in foreign money is 
unproductive except as the banker charges a commission for 
it; (2) that it is proper that the banker should be compensated 
for his trouble in procuring and disposing of foreign money; 
(3) that the rates for money are subject to fluctuations as are 
bills of exchange. 

Table I will give an idea of the differences between the 
buying and selling rates for foreign money. 

TABLE I 
BUYING AND SELLING RATES FOR MONEY 



Kind of Currency 


Buying Rate 
Subject to 
Fluctuation 


SeUing Rate 
Subject to 
Fluctuation 


Sovereigns 

Bank of England notes 

English silver 

French crold 


$4.84 
4.83 
4.80 

.1925 
.1020 
.2360 

.2355 
.2640 
.2550 
.2540 

.3955 
.2020 
.48 
.98 

.99* 


$4.88 

4.87 

4.85 
.1945 
.1940 
.2385 
.2380 

.2675 
.2570 
.2560 
.4050 
.2035 
.53 


French paper 

Marks, gold 

Marks, naoer 


Kronen, paper 

Roubles, gold 

Roubles, paper 

Holland guilder 

Austrian kronen 

Mexican dollar 

Canadian silver 

Canadian paper 
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rANCE BILLS, FUTURES, ARBITRAGE, 
AND GOLD MOVEMENTS 



FINANCE BlliliS 
Object and Conditions of Issue. — A finance bill 

long: bill drawn by a bank on one of its foreign corre- 
dents for the purpose of obtaining a loan from that corre- 
dent. Finance bills are usually drawn at 60 or 90 days* 
: for amounts of /1, 000 to ;^5,000, or of 25,000 to 100,000 
:s, etc., and are issued under an agreement between the 
er and the acceptor. The usual terms of the agreement 
ls follows: 

The deposit of approved collateral as security for the 
yment of the bills at maturity. This collateral is 
•sited by the drawer with either the acceptor or some 
estic bank designated by the acceptor to receive it. 
latter is the customary plan, since it admits of the ready 
titution of collateral by the .drawer from time to time. 

The charge by the acceptor of a commission for the 
ptance of the bills. This commission rarely exceeds 
r cent. 

The agreement by the drawer to take up the bills at 
• maturity. 

nance bills are also frequently issued on joint account; 
is, on agreement between the drawer and the acceptor 
ivide the profits or losses. 

'jghted by Internatwnal Textbook Company. Entered at Stationers^ Hall, London 
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2, Working of a Flnane«^ Bill.— The ioUovrlnz explaist 
the use of 5nance bills in obtaining loans: A New York 
hanker wishing to borrow i^50«(30D in London on GO d^yi' 
sight bills, issues that amount on the London bank, dividing 
it into perhaps ten bills of jC^%000 each, which he may dis- 
pose of by either of the following methods: 

L He may negotiate them to some other New York bank 
or banks, exactly as he would any other bills of exchange. 
These banks will send the hills to CQrrespundents in London, 
who will obtain their acceptance by the drawees. In tbis 1'^ 
ease, the banker receives the proceeds of the loan at once, 1^ 
and may use it in any way he sees fitr he may reloan it at ^""^ 
home, or he may buy bills or cables for the purpose ot ^^ 
increasing his credit with other banks abroad. 

2, He may negotiate the bilk to another London hank c^— t 
to some other foreign bank with which he corresponds fc^^B^ 
credit to his accounts The bank to which he sells them vrt"^ Ji 
then obtain their acceptance. In this case, the loan is in th mmn^ 
form of increased credit abroad, which he may tise to me iu^:^ ^^ 
other maturing obligations: or. he may sell his checks, cahl' EW\e 
transfers against this credit, and thus make the loan a%'ailabl» ff^^^ 
at home for reloaning. If he wishes to adopt this methocE^^^r 
he win cable one or more foreign bankers for the rates a^^s^ a^ 
w^hich they will discount his bills, and accepi. by cable, th# ^-i'H^ 
most satisfactory rates. At their mattirity, the issuing bmW 
must either remit to the acceptors to cover these bills o^ 
arrange with them to renew the loan by (he issue of new bills^ M t 

3. Reasons for lesulni^ Finance Bills*— Three reaJ 
sons that, either independently or in combtnation, may caus» 
international bankers to borrow funds abroad by issuing 
these bills are as follows: 

I. 751^ pnf/ii i& h€ derived irem simuliane&us diiferenees im'^ 
ike m&mey mtes in differemi cmtmiries. In every country ther#^ 
arc times when there is great activity to aii lines of business^ - 
times w*hen there is great activity in certain lines of busitie!i ^^^ ^^i 
and moderate activity in others, and times of general depre=^ - 
sioo* These, as well as any unusual ooodttions — such as ma .^^ sf 
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be caused by elections, or by strikes, wars, or other disturb- 
ances — influence the money rates of a country; that is, fce 
rates of interest charged by banks for the use of money. 
Any conditions that cause a great demand for money tend to 
make money rates high, and any that cause a light demand 
for money tend to make money rates low^ As the same con- 
ditions do not prevail in all countries at the same time, there 
is frequently quite a difference between the rates quoted in 
one country and those quoted in another. Consequently, for 
example, if money is quoted at 6 per cent, in New York and 
the discount rate in London is 3 per cent., the New York 
bank by issuing finance bills on London and loaning the 
proceeds in New York will make a profit of the difference 
(3 per cent.) less the usual charges, provided the bank can 
cover at maturity without loss in exchange. If there is a 
loss in exchange and commissions amounting to 2 per cent., 
there will still be a profit of 1 per cent. 

2. The profit to be derived from a decline in exchange rates. 
Among international bankers there are those who, by long 
experience, and a kind of intuition, are able to forecast with 
considerable accuracy the position and probable rates of 
exchange several weeks or months in advance. Such bankers, 
depending on the probable accuracy of their judgment, will 
issue finance bills in the expectation of a decline in the rate 
at or before maturity. If this decline takes place, they will 
be able to cover the bills at a lower rate of exchange than 
that at which they issued them, and thus make a profit in the 
exchange rate as well as in the money rate. For example, 
if 60 days' sight bills on London are issued in New York at 
a time when the check-rate is 4.874 , the London discount rate 
3 per cent., and the 60-day rate 4.84i, and if the rates decline 
so that, when the bills mature, checks on London can be 
bought at 4.85, the bankers by buying exchange at 4.85 and 
remitting it in settlement of the loans will make a profit of 
4.874- — 4.85 = 21 cents per pound in the rate. This is 
approximately equivalent to interes^t at 3 per cent, per annum. 
If, contrary to expectation, there is no decline at maturity, 
the bankers may arrange to renew their loans and, by issuing 
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new bills to take the place of those that have ttiatured^ defer 
settlement in the hope or expectation of a subsequent decline. 
This may always he done without danger of loss in exchange 
it the hi lb have been is^iictl so that the rate al which the 
banker can afford to cover them is the gold point. Other- 
wluc, It becotnes a form of speculation in which private 
beinks encraffo more CKtcnsivcly than public banks. 

U, 7^hr prevmiian of ^QalJ expoHs. There are limes when 
the iupply of documentary and all other bills presented to the 
tMnki for nale and for collect ion is not sufficient to produce 
a credit balance abroad that will meet the domestic demand 
(or remittance bills; then the gold-cxpori point of exchange 
li reached* It m, however, the ici\'ariable policy of each 
eouiMry to protect its gold reserve as far as possible, so that» 
III iirevent the export of ijold at such times, it becomes neces- 
tmrjr to create credit abroad* One of the methods hy which 
thlw In dune in to isMie finance bills in lar£^ quantities. The 
lHUiiv*dlate elTeci of doing this is a depression of the rales of 
«itchfiU4tc brlnw the e^ld-ejtpon pomL Under these condi- | 
Uuntii the inducement to the banker to pot ocit fioaiice bills is ^ 
v^ry uroat if the diacoaiit rates abroad are not abaonnally 
hUh. I 

It liivt^MtuMMa^ — Pinanee taiOs and priiae commercial 
tunic iMIli are loaMlbMa Md as mwstmests Vf the ptirdia< 
niiitf hauker. The nsnal pfoced i u e in saA €as» ts for the 
pi <*ttd the wa iadoracd faatiahreadior die accept* ■ 

«|t> Awee, time fcits hetac ^>iM vuhotn disooitiit 

^ hia vHitriFaiMMldtM liar the mmrtSL of ilie iw dot ied seconds* 



(II tlit^ ?alM of 
WhM Utt p 

viid 

ih# tw^i^i 



teM b^ the pmchastng 
<rf a iavorahle 
1 or before 
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CONTRACTS FOR EXCHANGE, OH FUTURES 



1^^ US£ OF WUTVnmB 

5, Commercial ContractB,— There are certain lines of 
foreign trade in which merchants make contracts, one or two 
or more months in advance, for the sale or purchase of 
merchandise. In some lines, the marg^in of profit is so small 
that merchants do not care to speculate on the rates, and 
I they are. therefore, compelled to guard against the possibility 
^m of any nnfavorable fluctuations in the rates of exchange that 
^ may reduce their profits. This is done by making contracts 
with bankers for the future delivery (sale) or purchase of 
exchange, as the case may be, at fixed rates* 

^ft 6, Bankers' Contracts^ — Some bankers, when issuing 
^^ 6nance bills wish to avoid the possibiHiy of any losses that 
may result from an unfavorable position in the rates of 
exchange at their maturities. They therefore make com- 
merelal con tracts , or contracts with other bankers, 
that will provide them with bills at favorable rates at the 
proper times* In addition to this, in a city like New York, 
where a large part of the business is handled by brokerSi 
many purchases and sales are made by contract one or more 
days in advance of the delivery of the bills, 

Records of the maturities of finance bills and of contracts 

for future purchases and sales of exchange are kept by 

halves or quarters of a month except when the transactions 

are for specific dates. If these records are properly kept, 

they will show the banker his exact position for any given 

future period. If his purchases of futures do not offset his 

sales and maturities at any period, he must either assume 

tihe risk of loss when that period arrives or make further 

o on tracts for purchase or sale, as circumstances require, to 

^j^over the difference. 

^V 7. Rates. — The necessity for making contracts for futures 
tias led to the custom of establishing rates for futures. 

L*These rates are quoted exactly as all others and are similarly 
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New York remits to Paris and Paris to London 
Fig. 1 



London Berfin 



New YorM 



one city to another when an indirect rate is better than the 
direct rate; and in the case of securities, it consists in buying 
and selling securities in two markets when differences in 
prices, rates of exchange, time, and the rules of different 
stock exchanges show a profit. 

9. Arbitrage of Credit, or Bills of Exchange. — 

Figs. 1, 2, and 3 illustrate three methods of making an 

indirect transfer of 

credit from New York 

to London. There are 

many other possible 

combinations, but the 

methods shown are 

sufficient to explain the 

general character and 

purpose of all. 

10. A direct rate 

is the rate between two ~ f^^t^:r, r^=^:^ p^^,^ 

pomtS, such as the rate New York remits to Paris, Paris to Berlin, and 

between New York and Berlin to London 

London, or between ^'®'^ 

Paris and London. A 
cross-rate is the di- 
rect rate between two 
foreign points, regard- 
ed from a third point, 
such as the rate be- 
tween London and 
Paris, regarded from 
New York or from 
Berlin. An arbitrated rate, or parity, is the rate obtained 
by reducing one or more intermediate rates (one direct 
rate and one or more cross-rates) to the same terms, or 
basis, as the principal direct rate. In the foregoing illus- 
trations, the principal direct rate is that from New York to 
London; the arbitrated rates are those obtained by reducing 
to the same terms as the principal direct rate; in Fig. 1, the 




Landom 




London draws a bill (called return bill) on New 

York and negotiates it in London for 

the credit of New York 

Fig. 3 
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rates from New York to Paris and Paria to Loedoo; in Fig. 2, 
the rates from New York to Paris, Paris to Berlin, mn 
Berlin to London; in Fig. 3| the rate from London to Nei 
York* when it is quoted in pence {in this case, if the rates 
are quoted in the same terms* no reductions are made). 

11, Arbltratlotis of t'xc-UjtiiKe cover the calculatioB 
by which arbitrated rates, or parities, are obtained and als 
the comparison of those rates with the principal direct rategl 
Arbitrations are either simple or rompaund^ A simple nrbt* 
t ration is one in which there is only one calculation, tbersj 
being either one intervening point (as in Fig, I, in whiclq 
Paris is the intervening point), or no intervening point (a|| 
in Fig* 3, in which drawing by London is substituted fc 
remitting by New York)* A coiii|ioiitiil firbitrtiitati is nm^^- 
in which the calculation covers two or more intervening^" 
points (as in Fig. 2, in which Paris and Berlin arc the inter — - 
vening points). In a simple arbitration (as in Fig* 1), there^ 
is one direct rate and one cross- rate connecting with it. In ^m^ 
compound arbitration (as in Fig. 2), there is one direct rat^^ 
and two or more connected cross*rates, one of which connects^ 
with one point of the direct rate and another with the other 
point. 

12. The differences in the rates that make arbitrager 
through one or more intermediate points possible, arid fre- — ; 
qnently profitable, are due to three facts: (I) The rela 
tions of countries to one another, as debtor or creditor, are^ 
constantly undergoing changes, which are reflected in the 
rates; <2) it seldom happens that two or more countries 
simultaneously bear exactly the same relation to another 
country as its debtors or creditors; iZ) although in every 
country the rales are sensitive to inHuences that disturb the 
j^atcs in other countries, they are not controlled by these 
influences. 

The differences in the direct rate between two countriei 
that make arbitrage possible, and frequently profitable, by i 
return operation (see Fig. 3) are due to two facts: (1) When 
the rates are quoted in different terms In each country , it \i 
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seldom possible to state the exact equivalent of one in quot- 
able terms of the other; for example, a rate of $.94j in New 
York is equivalent to mk.4.2160738 in Berlin, which is an 
unquotable rate, while a rate of mk.4.21 in Berlin is equiva- 
lent to $.9501188 in New York, which also is an unquotable 
rate. (2) When the rates are quoted in the same terms in 
both countries, local conditions may be so reflected as to 
cause slight differences between the quotations (for checks 
and cables) in the one and in the other. 

In this connection it should be noted that in any two coun- 
tries the rates of exchange for checks and cable transfers 
between those countries are quoted conversely one to the 
other. For example, supposing that the quotations in New 
York on London are checks 4.86 and cables 4.86 J, those in 
London on New York will be, approximately, checks 4.86a 
and cables 4.86. The reason for this is shown in the follow- 
ing illustration in which the quotations are exactly reversed, 
making the difference in cost between check and cable iden- 
tical in each case: 

A check for /1 ,000 on London, selling in New York at 

4.86, would cost $4,860 
A cable for ^1,000 on London, selling in New York at 

4.86^, would cost $4,865 
A check for $4,865 on New York, selling in London at 

4.86^, would cost /1, 000 
A cable for $4,865 on New York, selling in London at 4.86, 

would cost ^1,001 

The check in each case will be paid in from 7 to 10 days 

after it is drawn, while the cable will be paid at once or as 

ri early so as possible. Therefore, the difference between the 

olneck and cable rates represents, approximately, the interest 

^CDr the difference in the time when the drawee or paying 

l> anker will make the respective payments. In the illustra- 

tiion, it is assumed that the money rates and other conditions 

^re alike in New York and London, so that the rates are 

Exactly reversed. However, should there be differences in 

tliose rates and in other conditions, it is easy to see how a 

x-emittance by a return bill might prove profitable either in 

I*Jew York or in London, according to the conditions. 
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la Figi. 
from New York td 
Pant if oectsiAfy to Ibe arbttraee opcratioo tticSceted. U, 
feowever. Heir York iiids Its balance m Fam larger tban 
fcqeircd, hitteeJ of iacreasmg its aggregate foretgii be! 
hf mnjtttiie to Paris. It mej mstnict Pans to remit to Lon 
doo^ as fo Ff|f. Ip or to Ber^o, as in Ftg. 2, or u ma^ 
accmnp1i»h tbe lamc resolf by means of a retxun bUL By thu 
method, Kew York radices its balance to Paris and locreasej 
it io Loodoo witboot iocreastog its ag^esate fcret^ bal 
sacs; thiM operalioo is called the readjastiaent of foreli 
lioljin«.'e«. It majr be ased m comiectioa witli all eccottfits.^ 
»o that rts place in arbitrage traosactioas is very firrirrtaTif ■ 

14* Artiltmser. — ^A persoti tbat cotidocts operations in -i^ 
arbitrage Is called an arbltTaser« or arbttra«eiir* All 1 
bis operstioos are carried on by cable, witb the use of cable ^ 
codes* and be is in conjiatit cable commnoicatioQ with the 
arbfiragets of foresgti correspoDdiDg baolcs* He receives 
from them the quotatiofis o! their diiicotiDt rates, aod off 
Ibeir escbaoge rates for cable transfen, checks, and loitg] 
bttlii on dtffereot poitits, gi%'mg bis own m retuni. He oses 
these qttcftatiofis for two purposes: (1) to determine the 
r,*' ■ ^ he will bid and ask for escchange, and (2) to 
d' ' the chcai)e*l method of remitting or traasferriog^ 

creditt whether by direct or indirect remilcaoces or by read* 
Idstm^ ' iiilances, and the best means by which to make' 

sticb u , whether cables, checks, or long or short bills- 

Brjth purposes are accomplished by cakulating tbe arbitrated 
rates, or parities. 
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ARBITRAGE CATX'ULATIONS 

15. The method of reduction used in arbitrage calcula- 
tions to find an arbitrated rate, or parity, is known as the 
chain rule, or the conjoined rule, and may be explained 
as follows: 

1. Statement: All rates that enter into the calculations 
are stated, with their equivalents, in the form of what are 
known as equations, as $1.00 = fr.5.19|; or £\ = fr.25.20j. 
The question for solution is also stated in the same way. 

TABIiE I 
QUOTATIONS 



City 



SterllnsT 
Bid Asked 



New York, ['f'' ^'^^ 



I^aris 



Berlin 



^kmsterdam 



don. 



fper;^ 

r25.19} 25.20} 
L fr. per jC 



r 20.45 
I mk. 



20.47 
per jC 



12.09 12.10 
fl. per £ 



Francs Marks 

Bid Asked Bid Asked 



5.19|~A 5.191 
fr. per f 



81.18 81.24 
mk. per 100 fr. 

47.99 48.02 
fl. per 100 fr. 

r25.20} 25.19} 

L fr. per jC 



Guilders 
Bid Asked 



.94i-A .94I.40I-A .40i 
S per 4 mk. I S per fl. 

123.10 123.16^2081% 208A 
fr. per 100 mk. fr. per 100 fl. 

169.10 169.20 
mk. per 100 fl. 

59.10 59.14 
fl. per 100 mk. 

20.47 20.4512.10 12.09 
mk. per jC fl. per jC 



The unknown quantity is the first term and is represented 
=>y X or ?, which is followed by the sign or abbreviation of 
ilie denomination required, as ? fr. = $1.00, or .r$ = mk.4. 
2. Arrangement : The equations are placed one beneath 
tilie other, the question for solution being the first and the 
cither equations following in such sequence that the first 
t erm of each will be of the same denomination as the last 
term of the preceding equation. As a result of this arrange- 
xTient, the last term of the last equation will be of the same 
^denomination as the first term of the question for solution, 
-thus completing the sequence. 
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3. Operatian : Divide fke prmiuci i>f ike figures in the righi 
cohimn iry (he prodnfi of those in the left coiumn^ and iM 
quotient wilt be the arbitrated rate, or parity. 

Table I contains rates that were actual l^r quoted iti 
cities named on a ^iven date, and is made the basin of 
calcuiations that follow, illustrating the use of the chain* 
conjoined, rule io obtaining arbitrated rates, or parities 

16« The following arbitrage calculations illustrate the 
method by which the arbitrager determines the rates that he 
will bid to obtain a given indirect or arbitrated rate. 

EXAMPLH.— To obtain in New York an indiracl rate of 4,8520 oi^ 
London: A New York banker finds that li« cannot buy excbnngc 
London al less than \M\ and therefore, to obtam a mteof 4.Hfi20. I 
bids for exchange through Paris^ Berlm, und AmBterdam. tn each ca 
two calculations are given* one of which shows the rate to be bid i 
New York if he is ohlij^ed to pay the asked rate on I^ondon in the loreig 
city, while the other shows the rate to be bid on Loudon abroad il hd 
is obliged to pay the asked tate on the foreign dty in New York. 

SoLUTJOW,— (n) Throngh Paris: the isked rate on LoudoQ in Farias 
being 25,20}» and the asked rate in New York on Paris being 5Jft|. 

(1) Pfr. - $1 
I4.8B20 = £\ 

£\ = fr.2fi.20j 

4.8,^20 thm\ 

^/.aPJOf + 4.8520 = frJi.H»62S = %M\ - ^, the rate he may bid ic 
New YiM-k for francs. 

(2) ? fr. - ^1 

£1 * 4,a520 
II = fr.5J9| 

~l 25.20 + 

j^l =3 fr,25,20, the rate he may bid hi Paris for sterling* 
(i) Throngh Berlin: the rate ou London in Berlin being 20.47, am] 
the rate on Berlin in New York ,fH|. 

(1) ?| = Tnk.4 

mk. 20,47 = £1 

£1 - ^.8520 

20.47 19.4080 
19-408 -r 20.47 = .9481192 = .94} J, the rate he may bid inNewYorl 

r marks. 
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(2) 



? mk. = £1 

£1 = 4.8520 
$.94| = mk.4 



Mi 19.408 
19.408 4- .941* s mk.20.45|, the rate he may bid in Berlin for sterling?. 
(c) Through Amsterdam: the rate on London in Amsterdam being 
12.10, and the rate on Amsterdam in New York being .40j^. 
(1) ?$ = fl.l 

fl.12.10 = £\ 
£\ = $4 .8520 
12.10 4.8520 
$.40099 H- = .4010, the rate he may bid in New 



4.8520 -^ 12.10 
York for florins. 



(2) 



? fl. = /I 
£\ = $4.8520 

$.4ai = fl.i 



40i 4.8520 

4.8520 -5- .40j = 12.0922, or fl.l2.09j, the rate he may bid in Amster- 
dsitxy for sterling. 

The same form of calculations may be carried out to deter- 
112 ine the bid and the asked rates for any required country, 
3S -well as to prove whether the rates quoted by other 
l^^nkers are reasonable or not. 

TABIiK II 
STERLING INTO FRANCS 





25.18 


25.19 


25.20 


25.21 


25.22 


4-85 


5.19,18 


5.19,38 


5.19,59 


5-19,79 


5.20,00 


i 


18,91 


19,11 


19,32 


19,53 


19,73 


i 


18,64 


18,85 


19,05 


19,26 


19,47 


i 


18,37 


18,58 


18,79 


19,00 


19.20 


4.86 


18,11 


18,31 


18,52 


18,73 


18,93 


1 

4 


17,84 


18,05 


18,25 


18,46 


18,66 



Printed tables of parities of exchange, however, are used 
by arbitragers to facilitate their calculations when it is not 
necessary to know or use the actual decimals. Tables II 

and III, which are taken by permission of the author, C. A. 

Stern, of New York, from his book of **Parities," illustrate the 
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form and use of such tables. They show, for examp! 
the parity of a sterling rate in New York of 4.85 and 
rate in London of 25.18 is fr.5.1918; also, that the ps 
a franc rate in New York of 5.188 and a franc rate in 
of 81.06 is $.9524. 

TABI^K III 

FRANCS INTO MARKS 



5.i7i 



5.18J 



I. 



81.04 

.95,378 
318 
263 



81.06 

.95,355 
295 
240 
180 



81.08 



.95,331 
271 



216 
156 



81.10 



.95.308 
248 
193 
133 



17. The following arbitrage calculations illustn 
method by which the arbitrager determines which of i 
ways of remitting or transferring credit is the cheape: 

Example 1.— A remittance of mk. 100,000 from New York to 
The direct rate beinj? first given, five arbitrated rates are obta 
calculation (simple arbitration), and these rates and the 
remittance by each rate are tlien compared. 

(a) Makin.v: a remittance direct to Berlin: the rate in New ' 
Berlin being Ml or .9487.'). 

{d) Making a remittance to Paris and Paris remitting to Be 
rate in New York'on Paris being •').H)2, and the rate in Paris oi 
123. 16 J. 

? $ = mk.4 
mk.KK) = fr.l2.S.16i 
fr.5.1<)J = $1.(K) 

r)i<).:j7:> v.rj.m ' 

492.m -T- 510.375 = .04S5<>:n. the arbitrated rate, or about .94i 
(r) Making a remittance to Paris, and Berlin selling its 
return bill) on Paris: the rate in New York on Paris being 5.1' 
the rate in Berlin on Paris SI. 21. 

? $ = mk.4 
mk.Sl.-J4 - fr.lOO 
fr.5.1<>;' ^ $]m 
41.M. 94025 4(K) 

400. ^ 421.94025 = .94800155, the arbitrated rate, or about 94f 
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C^^) Making a remittance to Amsterdam and Amsterdam remitting 
to f3^i'li°- the rate in New York on Amsterdam being .40^, and the rate 
jQ ^^ YXisterdam on Berlin 59.14. 

? $ = mk.4 
mk.lOO = fl.59.14 
fl.l = $.40j 

100 94.9197 

94 .0197 -^ 100 = .949197, the arbitrated rate, or about 94f| - ^. 
r^r> Making a remittance to Amsterdam, and Berlin selling its bill 
/g^ ^^t-vLTU bill) on Amsterdam: the rate in New York on Amsterdam 
bet r3 £^ '^ii and the rate in Berlin on Amsterdam 169.20. 

? $ = mk.4 

mk. 169.20 = fl.lOO 

fl.l = $.40i 

169.20 160.50 

XOO-50 -i- 169.20 = .9485815, the arbitrated rate, or about 94| - ^. 
^y) Making a remittance to London, and Berlin selling its bill (a 
ret^"l^^^ bill) on London: the rate in New York on London being 4.85-J, 
aad tlie rate in Berlin on London 20.47. 

?$ = mk.4 
mk.20.47 = /I 

£1 = $4.85i 

20.47 19.41 
XO-41 -5- 20.47 = .9482169, the arbitrated rate, or about 94f - ^V- 
CTomparison of the rates and cost of remittance, showing (c) to be 
th.^ crlieapest. 

(a) mk. 100.000 @ .94875 = $23,718.75 
(d) mk.100,000 @ .9485631 = 23.714.08 
(r) mk.100.000 @ .94800155 = 23,700.04 
id) mk.100,000 @ .949197 = 23.729.93 
(f) mk.100.000 @ .9485815 = 23,714.54 
(/■) mk.100,000 @ .9482169 = 23,705.42 

1S:XAMPLB 2. — A remittance of jf 25,000 from New York to London. 
Tliet direct rate being first given, two arbitrated rates are obtained by 
ca,lc^ulation (compound arbitration), and a comparison made as in 
e3ca,x-X3ple 1. 

C^sr) Making a remittance direct to London: the rate on London in 
N^dBi^ York being 4.85^. 

C ^) Making a remittance to Paris, Berlin selling its bill (a return 
L>ilX i on Paris and then remitting to London: the rate on Paris in New 
Vo-irVc being 5.19|. the rate on Paris in Berlin 81.24, and the rate on 
Lo-Ei.^on in Berlin 20.47. 
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/I « mk.20.47 
mk.81.24 » rrJOO 
fr.5J0t ^ 11.00 
42L9403.T 2,(M7 
2,047 ^ 421.&I025 ^ 4.a5l3977, the arbitrated rate, or 4.8515, 
The t&ame reault follaws if the mark rate already obtained ttader tH« 
tbird method In exarople 1 U inultlplied b3r 20,47; thus, 
.287 
^- X 20.47 -= 4.85 ISO 

(f) Making a rentitlance to Pam, Berlin seltitiKf ItA bill fa relui 
bili) on Farm and London selling its bill (a rrturti bill) on Berlin: t1r%« 
rate on Paris m New York being 5 Ul|, the rale on Paris in Berlin 
8L24, and the rate on Berlin la L.onaoQ ^,46. 

£1 = mk 30.40 
mk.8L24 » frJOO 

42Ldl02& 2.046 
S,Oli -f- 42L94025 = 4,^90, the aibitrated rate. 
Tlie same result follows If the mark rate already obtained nnc 
the third method in escitmple 1 la mnltiptted by 20.4ti; thtis^ 

Comparison of the rates and co^ of remittance, shoiriiig (f) to I 
the cheapest. 

(fl) /2B,000XI.«4 =$121,312.50 
W /25JinU X 4.a5ia88 ^ 121,2&4.9S 
(f) /25,(IOOx4.SI9a = 121. SS 

18« Interest was oot taken into consideration in the pi 
ceding calculations, and therefore it is necessarf to a$sum» 
with regard to the rates used in them, either (1) that thos*- 
rates are cable rates and that the transactions will be effectei^ 
stmultaneotislf, or (2) that the arbitrager has made th^- 
necessary contracts with the bank*s correspondents abroad 
to make their respective transfers at those rates on the dat 
when his remittance from New York will rea^ Us destinatioir 

Interest, however, usually enters into the calculations 
the arbitrager, its importance increasing with the distanc 
from one another of the cities involved in the arbitratioi: 



X 20 44J ^ 4.8490 
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The reason will be apparent from a comparison o£ the result 
^jjl^ined in the following calculation with the several costs 
stiD^'^ni under example 1. This calculation gives the net cost 
of £1 remittance from New York to Berlin by means of a 
retiii^ bill on New York sold in Berlin for tbe equivalent 
of fi^k- 100,000 under the following conditions: The rate in 
Berli" for checks in New York is 4,21^ (mk. per $); money 
in N^w York is worth 6 per cent-, and Berlin allows 3 per 
^nt. interest on credit balances. 

/^ check drawn on New York in Berlin for the equivalent 
of mk. 100,000 would be drawn for $23,724.79 (mk. 100,000 
_^ 4.21 3 )• Since the Berlin check will not be presented in 
New^ Y^ork for from 7 to 10 days— say 9 days — New York will 
have S days* use of $23,724,79 for loaning at 6 per cent. At 
the same time, New York will receive credit for nik* 100,000 
in Berlin 9 days earlier than it would have done by remitting 
a clieck from New York, and will receive interest on it at 
S per cent. Consequently, interest will be earned in New 

tYork and Berlin as follows; 
New York: l&teresl 9 days lit 6S on 123,724.79 
(365 days per year) ..,.,,, ^.10 
Berlin: Interest 9 days at 'A% on rakJO0,0DO 
K (360 days per year) rak.T5@t4,21^ 17.79 
" Total interest ^2M 

Deducting this interest from the Berlin check, the net cost ^ 
In New York will be SS."? ,724:79 - 52.89 ^ $23,671,90, or 
$2S.14 less than under (c) in example L 

Sitnilarly, interest for one or more days may be made on 
retumn operations between European points, 

Commissions were formerly char^fed by foreign bankers 
on such transactions; but they have come into disuse, the 
ban leer usnally charging a flat rale for the transaction; that 
is* 3. rate that includes the commission. 
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ARBITBAOE OF SECURITIES 

1- S- Although it is not within the scope of this Course to 
exp^lain stock-exchange operations, still a brief outline of 
how arbltragre of securities— that is, their purchase and 
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sale in two or more markets — is accomplished is tfliportaiil, 
because of its bearing on the foreign^excban^e market. 

For example, a New York arbitrager finds the equivalent 
of the Loadoo price of a given stock high^^ than ibe New 
Yofk price, the difference beiog temied a v^riAii^n in 
im tmp0r oi Nrm York. Accordingly, he bcisrs l^OOO shar- , 
New York and sells 1.000 shares in London and bis position 
is described as i&mg^ of that stock in New York and sk^ri oi 
it In London. If the variation in price continnea in favor of 
New York, he may continue bnf tng in New York and selling 
in London, eventually shipping the securities to Londoo. as 
will be explained. If the reverse is true and the variatiaTi 
in ptice is in favor of London, the reverse operations ajr« 
i^jo^cated and stocks may come to New York from LondoTm . 

bi order to reduce to a minimum the necessity for shipptsra 
securities. It is the general practice of arbitrage Brrns, so f ^ 
as posstbte and profitable, lo balance their purchase and sal^ '^ 
m eadi market. 



20« London is the most important foreign market f^ 
aibiuage in secarities. This* is dtte to the practicaS 
nnlimtted listing of American railroad and industrial secu ~ 
oes filled in London ** Yankees^' or ''Amencans*') on t^ 
London Stock Exchange^ also* to tlie direct cable connecti 
between London and New York, and the extraordinary rapi^ ^ 
ity with which messages pass over ' "vs between th^ 

two cities. The distance is over S es, but so exj 



are the operators that«a message can be sent frotn New Yc 
to London, executed on the London Stock Exchange, 
the reply message deli\^red in New York, in fro^ 2 to- 
minutes. Hundreds of messages pass back and forth oi;^— 
tlie same wires every hour during the short time m whfe-^ 
asioess is pcKssible, 
The Lcmdoo Stock Exchange is open from II h.u, 
3 F. M. Trading, however, is continaed for an hour lon^— « 
amd oo account days for 1 1 hours longer. After 4 or 4:9(1 r. r^ 
die tjadxng is transferred to what is known as Sk^rirr's Cn^m 
a plaue canticctfng with the stock ex^ange but not a |>^ ^ 
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of it. At this place, tradingr is continued sometimes as late 

as 8 F, M., though ordinanly not later than 5 or 6 p. M. 

Shorter 's Court corresponds to the curb market in New 

York, The difference in time between London and New 

York is 5 hours, so that it is 3 p* m* in London when 

the New York Stock Exchange opens and 8 p, m, when it 

doses. In New York, all tradings operations on the stocjc 

exchange made before S p. m. are adjusted at the end of each 

day, and the deliveries of securities and settlements of differ- 

^fices are made the business day following, before 2:15 p, M, 

f riday*s deliveries and settlements, however, together with 

f Jiose of Saturday, are made on the following Monday. 

■ ^1« @ett1emeut Days, — In London, all transactions on 
pie; stock exchange in securities other than British consols,* 
3C<jept cash transactions, are adjusted twice a month at what 
^ called the fartnlgchtly settle inezit. Transactions in 
^^insols are settled once a month, 

^he fortnightly settlement occupies four consecutive days, 
;^^c>wn as the mining cimtanga duy^ the genera i contango day^ 
1^^ ticket day\ and the account ^ settlement^ or pay ^ day. These 
l^Ly^ are fisted sometime in advance by the Committee of 
Xm^ London Stock Exchange, Each month is thus divided 
i^^o two partSt called the puiddie, or mid^ and the end accounts, 
[^a^lendars such as shown in Fig- 4 are printed so that 
itock-exchange members, bankers, and brokers may know in 
advance when the settlement will take place. 

The cimtau|2:o, or makiu^*up, dayis are the days oo 
nrhich all the operations of each account are made up* 
Every stock-exchange firm that is a seller gives notice of 
prhmt stocks and shares it will deliver. Customers notify 
their brokers as to what stocks they wish to carry over 
to the nesEt settlement and make arrangements for such 



"••^OotiBals form a part of the obUgatioDS of the British Government. 
Mine Ictiins oi the government, in the form of annuitie^^ were con- 
w>H dated into a 3-per-cent, stock (bond) in 1751. In IJiHS they were 
rori%*er(ed into 2} per cents., and in \W^ into 2^ per cents. The word 
'&n^€Mts rs nsed as an abbreviation of Consolidated AnnuitieSp Stocks, or 
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carry-over or cootinuation. For this accommodation, the 
customer pays his broker interest for the stocks carried over 
tmtg'^ and receives from him interest for the stocks carried 
over short. This is due to the fact that since the broker 
advances money on the stocks carried oyer lon^, he charges his 
customer interest for doin^ so; while, since the customer 
advances money to the broker as security for the stocks 
carried over shori, he receives interest from the broker on it* 

The interest is called contangr^t ai^d the customer is said 
to have coninngiMd the stocks A seller that is short of stock 
so that he cannot make a delivery may be obliged to borrow 
until the next settlement, and for the accommodation may 
allow interest; or, the person from whom he borrows the 
stock may charge him a premium, called backwardation. 
This latter is a rare occurrence* 

The ticket, or uarae« day is the day on which the tickets 
in confirmation of the trades made are exchanged* These 
tickets are for clearing purposes and are treated as stock* 

The account, settlement^ or paj^, day is the day on 
which all deliveries of securities are made, and on which all 
cash diflferences are settled or paid* 

Biiylngr-iii day occurs 10 days after each settlement* By 
the rules of the London Stock Exchange* sellers must com- 
plete their deliveries of stocks within that time. If this has 
cot been done, on that day the buyer gives instructions to 
the official broker {the broker of the Stock Exchange Com- 
TTiiltee) to buy in the undelivered stocks for account of the 
seller, who must make good any differences resulting from 
an advance in prices* An advance In price is the usual 
reason for the non-delivery of stocks sold* 

22- liondon Quotations . — American stocks are bought 
and sold in London at a fixed rate of $5 — jCl, or $.25 - 1 
shilling* This is two-thirds of 1 cent, per shilling higher 
than the par value of the shilling, or 2| per cent,, so that the 
London qnotation is said to be 2 1 per cent* above the New 
York quotation. The rate of exchange, however, alters this 
difference, so that in order to arrive at the exact equivalent 
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of a London quotaUon tii New Vork, it is necessary to take 
the rate into consideratton. To find the exact equivaleni: 

Divide the rati &f exfkange by 5, qt muHiply it by .2 (ike i 
same thing), and then multiply the Londmt guaiaiimi by tk^ 

resuiL 

Example.— Find the equlvaleDt of a LondoD quotation of M^ 
for Ufiited States steel, &| tbe lollowimg rates of ezchnns^: (a) 4.83^ 

(a) 4.mx.2-^ ,IW6; A9i X M^ » ,47817, or about AlH- Aas. 

W 4.85 X .2 = .07; A^ X .97 - .48015. Ans, 

(f) AMi X .2 = .973; A9i X *073 ^ AHmid. Ans. 

Table IV illustrates a form of conversion table prepared 
to show the exact equivalents in New York of differenl 
London quotations at different rates of exchaoge. 

TABLE IV 
COHTfiRSlON TABLS 



Rates of Kiccbftag« 4.8^ 



Unltiplferi 



4M 



-fiess 



48,40 48 43S 
48.5ilt'48.546i^ 
48. 642! 48,6671 
48.763' 48 7SSt»g 
48.684*48.9094 



iM 



48,4s 
*8,57ii 

48-813I 
48.934! 



4A«} 



,fl6» 



48^475 
48-59&A 
48.7171 
48 838A 
48.959f ! 



445 



Its} 



•mos 



4S.50 48 525 

4S,6aii 48.&4&i\ 

48*743148.7^71 
48.863! 48 ^868« 
48.985 '49-oiPi 



*M 



'«fi 



48,55 
48.671 # 

48 914* 
49035* 



23. Shipping Seeurlttea, — ^Shipments of securities ar 

constantly made back and forth between London and Nev 
York. Some of these shipments are made to meet require- 
ments for investment purposes; others to meet the require- 
ments of stock -exchange operations- These shipments may 
be made at any time, but to avoid loss in interest, those from 
New York to London are timed as closely as possible fori 
arrival on or just before pay, or settlement, day, because ihef 
London broker will charge interest from arrival to settlement 
day. Shipments from London to New York are usually made j 
on or immediately following the settlement day* 
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24, Expenses lii New Turk. — On the London Stock 

Exchange, certificates of more than 10 shares of $100 each or 

of uiore than 20 shares of $50 each are not a g^ood delivery. 

On tli^ New York Stock Exchange, certificates of more than 

[100 shares each are not a good delivery, American slocks 

^^e tx^uall J issued in certificates of 100 shares each. Consc 

^^ently» American certificates, if intended for shipnaent to 

Lonci*^^* must first be divided to meet the requirements of 

the L-ondon Stock Exchange, This division of certificates is 

call^ci splitting and usually costs $2.25 per 100 shares. Some 

Iraris^sr oflSces make no charge for splitting* Arbitragers 

try t<^ obtain certificates already split for shipment. 

3S - ExiJeuses la IjohcIoh. — ^ Fresh certificates for **Yaii- 
^ee3* ' when entering Great Britain require revenue stamps at 
^b^ i-ate of jCI per 100 shares. Arbitragers try to obtain cer- 
Itfio^^ tes already stamped for shipments to London. Contracts 
of p> vm rchase or of sale are required for all transactions and each 
coo^^ract must bear a revenue stamp of 1 shilling for each class 
of ^^^curities. A contract may cover several separate trans- 
act:! «2>ns, but more than a l*shilling stamp is required only when 
th^SL^ iransactious are for more than one class of securities. 

^2^» Brokeragre, or Commissi on. In New York, the 

?o:»^-mmisiB ton charged to non-members Is i percent, of the par 
f-ei.! va.e for buying and the same for selling, or \ per cent, on 
fc»^ xound trade. To members, A per cent, or more maybe 
t^^».i"ged, if the position is carried over night. 

X ^mn London, the Urokeraj^e on Yankee shares Is generally 
i :E*«nce to outsiders and 3 pence to other stock-exchange 
lo^^ra. ses, 

^3 7. Bhlptiln^ and Insuranee, — Securities are shipped 
tl^i-<z)ugh the mails, the postage varying according to the 
T3V€^ight of the certificates. The insurance is approximately 
h l^^r mill on the valne attached. 

T'he collection of the amount due for securities shipped 
to 1-ondon is usually made by means of a demand hill of 
exchange attached to the securities and sold to a foreign- 
escliange bank by the arbitrage house in New York. The 
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payment of the amoutit due (or securities received from 
London is made either in the same way, thai is, by a demamj 
bill drawn on the New York house and negotiated throu^lj 
a London bank, or by the purchase, by the New York hou.'se, 
of a cable transfer to the London broker of the required 
amount. In the Latter case, in arriving^ at the net returns. 
the New York arbitrager must add to the cost of the cable 
transfer the interest for the number of days required for the 
stock to reach his hands. 

The following statement illustrates the calculation neee?^- 
sary to determine the profit resulting from the purchase 
5(X) shares of United States steel, common, in New Yc^xi 
and their sale in London when requiring shipment frcz^m 
New York, It is assumed that the certificates were bought itv 
New York at 41i and sold in London at 49U; that the dems^tid 
rate of exchange in New York was 4.^t^; that they requic:^ — ed 
splitting; that tbey were shipped to reach London on ^miht 
settlement day; and that no brokerage was paid in New Yo -zxh 

Cost tx Nrtw York 

500 shares United States steel common, at 47i, $23,750 OD 
Add expenses 

SpHuin^ Ell 2. 2<7 per 100 shares . . . HIM 

Jnj^uTOitce |%D 11.88 

Postftffe , . . 2.50 

Cable , . . . LOO 2QM 

!^koci£Ei)S IX LoNnoitf 
600 shares IJtiited State.s steel Loiumon. al 49{^, £i,BQB ]5b,j 
Oednct expenses 

Brokerage M, per share . jf6 6s, 

Contract stamp . , , . , . I 

Certificate stamp . . .... 5 

Cable . . . . _4 ^ U I Ps. 

/4,ft^7 fis. at iM ^ $23JJ4;1.52 

Dei'u •{ cost . *SAJ7tU^ 

Profit . . $}mM 

If the stock should arrive iti London one or more dskz^::^ 
before the settlement, the London broker will charge tt 
New York arbitrager interest until settlement day at tfc 
market rate, because he is obliged to pay the relative bill 
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xchange on demand* lo the case of a shipment of sectiri- 
ies from London to New York, two items of expense just 
ihown are a%'oidedi namely^ the revenue stamp of ^^1 per 
00 shares in London and the cost of splitting certificates in 
^ew York, 

28* Helatlon of Stock-Exchatijire Opertitlons to 
onej Markets*— The following will give some idea of 
he relation of stock-exchange operations in London and 
^ew York to the money markets and to the foreign -exchange 
aarket: 



London 

Transaetiotis effected between 
toe settlements — except cash trans- 
iftioris — arc free of intifrest, be- 
cause no payments are involved 
i those transactions until the 
tlJement. 

The settlement being made 
rt nightly, involves the turnover 
' a smaUer amount of capita* in 
oroportion to the total transac- 
ons than in New York. The 
^ason for this is that opportunity 
i afforded in the intervening time 
>r the evening-up, or balancing, 
f a greater number of transac- 
ioos than in New York. 

The magnitude of the turnover 
ft so great Ihat the sterhng rate^ 
i exchange are often appreciably 
iffected by it during aad just be- 
ar© the settlement. 

The infrequency of the settle- 
pent is undoubtedly &fi€ of the 
actors contributing to the stabil* 
tyof the money rates in London; 
hat is, it makes the control of the 
^ates by the Bank of England a 
le&s flifficult matter thaa it would 
ptherwise be, because it is possible 
uge the money requirements 
reasonable accuracy. 



Nsw York 
All transactions are practically 

iiubjecl !o interest, because the 
payments of all differences must 
be made daily* 

The settlement being made 
daily, involves — during a period 
equal lo that between the London 
settiements — a total turnover of 
capital larger in proportion to the 
total transactions than in London* 
The reason for this is thai the 
evenlng-up, or balajicing, of posi- 
tions can lake in the transactions 
of 1 day only, except that Friday 
and Saturday are settled together* 

The daily turnover is not so 
great ordinarily as to produce any 
appreciable effect on the rates of 
exchange that will compare with 
that of the London settlement. 

The frequency of the settle- 
ments is undoubtedly one of the 
factors contributing to the insta- 
bihty of the money rates fa New 
Vork» because bankers and stock 
speculators make use of the diffi- 
culty of gauging the requirements 
of the money market to force up 
the call money rates (correspond- 
ing to the contango ia London). 
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3 1 * Normal Movements of Gold. — ^The export point 

of eKchang^e is reached when it is as cheap to buy and export 

l^ofd as it is to buy and remit bills of exchange* When this 

toinf is reached in any country, a normal movement of gold 

IS indicated* However, gold is not always exported when 

|he rates indicate that it should be. This is due to the fact 

lar i^ some countries any reduction in the stock ol gold is 

"re^ar<3^<i with apprehension* and various expedients are 

■Used to prevent its export. Normal exports of gold meet 
yiih tl^e least interference in England and America* 

The expedients most frequently adopted to prevent the 
expox^tii^g ^^ gold are: (1) Borrowing money in foreign 
couri tidies; (2) selling or unloading securities in foreign 
conn i:i:*ies; (3) advancing the rate of discount as an attraction 
to foreign capital; (4) charging a premium for gold. Of 
theses expedients, the first two have the direct effect of 
inertia. sing the supply of bills, while the third increases for- 
eign deposits, thus tending to make the rates of exchange 
declir^e, so that the export of gold is deferred because it is 
unprofitable. If one or more of these expedients can be 
emplc^yed for a suflBcient length of time, until either the 
demand for bills has decreased or the supply increased, or 
botln , the desired result will be attained and gold will not have 
to t>^ exported* The Bank of England has become noted for 
its ^U36 of the third expedient. This bank must give up gold 
at a. o^rtain figure, because its notes are redeemable in gold on 
dea::Eai3d. Its main protection, therefore, is the power to 
rai^^ the discount rate. On rare occasions this bank has 
resoTTted to the fourth expedient, because, finding it necessary 
to oi^tbid other buyers, it practically places a premium on 
golcS.. In contrast to the Bank of England, the Bank of France 
pr€3l:^cts itself by arbitrarily placing any premium it likes on 
gol^ or by refusing to sell. It can do this, because its notes 
are redeemable in gold or silver, at its option. 

Tlte effect of the fourth expedient— charging a premium 
iox" ^^ old— is to advance the export point of exchange beyond 
Ih^ ^sual figure, thus deferring the normal movement of 
>\^^ it gives an opportunity for a change in conditions* 
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whereby an Increase in the supply of bills or a decrease in 
the demand for them, or both, will have the desired result « 
prereoting gold exports. The Bank of France and thc^ 
Retchsbank are noted for their use of this expedient. 

Dnring the Rosso-Japanese war. Japan, acting through th ^ 
Yokohama Specie Bank, adopted a novel method of prevent, * 
tng gold exports* An agreement was entered toto betwecw^ 
Ihai bank and the other principal banks dotng a foreign^. 
exchange busttiess by which the rates of exchange each da ^ 
were arbitrarily fixed below the gold-export point. Aa 
losses resnlting to these banks therefrom were made £oo^^ 
to them by the Specie Bank for the government. 

32* Bpeclat MovemeutK of Gold. — Wlien thegoverrm- 
ment and backing interests of a country consider that dx^ 
coantryVs financial position should be strengthened by inerea^-'^M 
ing its gold reservci gold is bought aod imported for thiil^H 
purpose. This gold may be purchased at foreign mines, o^ 
in a foreign market, or from a country that is wiUitig to sell- 
The purchase is made with less regard to the cost than ^o 
the immediate necessity for the gold, and creates an oblie^" 
tion on the part of the importing conniry corresponding ^<=> 
that created by the purchase of any other merchandise, 

in European countries, purchases of gold for this p 
pose arc made by the government banks. The Bank 
France^ the Reichsbank, and other banks will frequently |> ^^S 
a premium in order to get possession of gold when they cc 
sider it necessary to buy* As London is the principal gc^ ^< 
market of the world* the B;mk of England can frequent 
obtain a supply when required without extra expenses. 

33. In America, where there is no government bank, iZ 
situation is different, the production and normal inflow 
gold being usually sufBcient for all needs* In the winter 
1804-95, however, the advocates of free silver in Congrs 
made it very ditifieult for the government to carry out - 
determination to meet, in gold, ail obligations that ws 
payable in coin. The domestic and the foreign demands M 
gold — especially the foreign — were so heavy, that eai 
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^^in i-S^^* ^^^ total gold reserve in the United States treasury 
had been reduced to $41,889,995. To prevent any further 
^j^^xwi of gold and to replenish the stock in the treasury, 
gj^|-^^ordi nary measures became necessary, for the conditions 
of t:1^^ foreign-exchange market required reversal. It was 
HptirK^ that the only way to accomplish this was to float 
^^ issue of government bonds in Europe and America, 
j^^^ordingly, the government entered into a contract with a 
syTic3i<^ate of bankers, known as the Belmont-Morgan Syndi- 
cat^» under which the latter agreed to supply the govern* 
ment with gold to the value of $65,117,500 (some 3,500,000 
Q^j^iocs)* of which at least one*half was to be imported. In 
pa^rrnent of this, the government issued 4-per-cent. bonds at 
a j3remium of about 104^ > The Syndicate had previously 
o!>t:£i-ined the cooperation of prominent European bankers— 
the house of Rothschild being represented in New York by 
Beli"^^°"t and Company — ^and the bonds were taken up, the 
u^c^^ssary gold was bought, and the rates of exchange 
droi>P^<^J thuSi the credit of the government was strengih- 
eoedt confidence was restored^ and the panicky condition of 
^jie Tiioney market was relieved, 

JS^ gain, in the springy of 1906, a situation was created that 
call^^ for a considerable increase in the country's supply of 
golcl* '^^^ rates of exchange approached the usual import 
poii^*St but it was apparent that the banks would not be able 
to ol^tain sufficient gold in the usual or normal way. This 
^bitu^tion was the result of a combination of causes — the 
^^trine^^ncy of the New York money market, the disaster that 
overtook San Francisco, and the fact that, although the United 
^Ktates treasury held more gold than was necessary, under the 
P^hen existing treasury system there was no way to release it 
for tlae good of the country. Accordingly, in order to facil* 
itate gold imports the Secretary of (he Treasury offered to 
^jjaket advances of an amount of gold equal to that contracted 
^■Dr to any national bank that would make the necessary con- 
tract: for its importation, imposing two conditions: (1) That 
those banks deposit approved railroad and municipal bonds 
witli him as collateral security for the gold received from 
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him; and (2) that they return to the treasury the mxx\ 
deposited by him immediately on the arrival of the got A 
purchased. This offer was accepted by a large nuraber «z>t 
banks, and as a result gold to the amoimt of $52,(X»(>,nO0 wa.s 
contracted for during: the months of April and May, It is 
impossible to make an actual division of this amotrnt, ^c 
show how much, if any, would be considered properly 

The immediate result of this action was that gold wasm^i 
available to the country as rapidly as it was contracted £^y 
abroad; and that relieved the money market. The gfo^' 
reserve of the country was also increased without loss to ^-ta 
importing bankSp for they realized a profit that would ha."^^ 
been too small to make the operation attractive if interest «:* 
the gold while in transit bad not been eliminated from i^ 
cost, for call-money rates at the time were very high. 
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0OLI1 SHIPMENTS 

34. Caleulatloiis. — To determine whether gold can be 

imported or exported profitably, the banker must ascertaro 
the actual cost or proceeds of a shipment and compare tlie 
same with the rate of exchange. The different steps by 
which this is done are as follows; 

1. Vahmtfon: Determining the actual value of a given 
quantity of gold of an assayed or known fineness, as tii^| 
basis of determining the parity. ^" 

2* Pariiy: Determining the equivalent, expressed in a 
rate of exchange, of the buying price of gold in a foreig^f 
country* or of its selling price in that country, as the cas^^ 
may be; that is, the parity* 

3, Expenses: Reducing the cost of shipment — p&ckm^| 
cartage, freight, insurance, interest, abrasion, etc* — to dec^^ 
mals of the rate of exchange, 

4, Comparison or Arhiirage: Comparing the actual co^H 
— the parity plus expenses, if an export, and the parity les^^ 
expenses, if an import— with the rates of exchange, direct_ 
and arbitrated. 
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^5* Valuation. — In international transactions, gold in 
bxxl^ion and coin is bought and sold by weight only, in each 
CQLaxitry the prices quoted being for gold of a given fineness 
and i^°it of weight. For example, in America, the assay 
offxc^^ ^^ ^^® mint receives and delivers gold on the basis 
Qf tln^ value in dollars of an ounce of fine gold; in Great 
g2.it:^tin, the Bank of England buys and sells gold on the 
ba^is of the value in shillings of an ounce of gold ii fine, 
th^ British standard; in France, the Bank of France buys 
and sells gold on the basis of the value in francs of a kilo- 
gr2=i.^"'^» either of fine gold or of gold A fine, the French 
st^i.n<3ard; in Germany, the Reichsbank buys and sells gold 
oxx t:lne basis of the value in marks of a kilogram or i kilo- 
gr^i-'^T^ of fine gold. In the country of issue, gold coins are 
lJC>^ag^ht from other countries by weight, but they are usually 
sc^ld at their face value. 

T'^bles V to VIII, inclusive, give the valuations in four 
ciarT^ncies of the ounce and kilogram of fine gold; of gold 
-^^ fine, the standard generally used; and of gold 916f, or 
^^- fxi^e, the British standard. The calculations by which these 
Yiili-aations are determined are given under each table. 
-p^^se valuations may be used as invariable values, known 
li^ TTiathematics as constants, from which the values of other 
^jv'eig:hts of gold and degrees of fineness may be calculated. 

I^CDTB. — The word kilo (pronounced keelo), the abbreviated form 
of Icilogram, is in more general use than kilogram, and is therefore 
si:i t>^^^^^^d for it in these tables and elsewhere. 
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TABLE V 
GOLD VALUATIONS, IN AMERICAN DOLLAB8 



\ 



Weight and Fiaeness Value 

(a) 1 oz. gold, 1*0 fine, standard $ 18.604^^=- oil 

(^) 1 oz. gold, fine 20.671Sfc _346 

it) 1 oz. gold, } J fine. British standard . . . 18.949L — ^17 

(./) 1 kilo gold, ^^; fine, standard 598.153^ ^^ 

Ir ) 1 kilo gold, fine 664.614i& — ^ 

(/ ) 1 kilo gold, \t fine, British standard . . . 609.2302 — ^S 



1 V 



NoTE.~ $800 gold is co:=ed from 43 ounces of standard tT'^^^^M, 

tine. 

CaXXI'L\TIONS 

{m) r$ = 1 oz. ^TAndard 

43 oz. stincik!^ = l^.<» 

43 <9J 

¥fi ^ 43 » f 18.e(M65U. 

W f = : .1 tzt 

43 -: ^:it ::-: = *■* i 

•* • - > - = tari *i7183l6. 
J S = : : ?— •: f^iziirt 

T -'.: .":=*■•• 

" : :->• = !> 545*1917. 
■ • • T ■ r . - : - • T - i. =t :^ fcr osDoe ^ 
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and (/) may be obtained by multiplying the value of a kilo of 
•Id by the fineness. 

$664.61482 X t% = $598.16334 

$664.61482 X H = $609.23025 

TABLE VI 
GOLD VALUATIONS, IN POUNDS STERLING 



Weight and Fineness 



Value 



oz. gold, li fine, British standard . 

oz. gold, fine 

oz. gold, tV fine, general standard 
kilo gold, H fine, British standard . 

kilo gold, fine 

kilo gold, A fine, general standard 



£ 


s. 


d. 


3 


17 


10* 


4 


4 


11* 


3 


16 


5* 


125 


3 


8A 


136 


11 


4TWr 


122 


18 


2A 



B. — £1 ,869 is coined from 40 pounds of standard gold .916f , or 
!; the value of 1 oz. British standard gold is the basis of all 
tations in London. 

Calculations 
? jC = 1 oz. British standard 

12 oz. = 1 lb. 

40 lb. = ^•1,869 



480 1,869 

1,869 ^ 480 = ^.89375 = 
? ^ = 1 oz. fine 
-Ji oz. fine = 1 oz. standard 
1 oz. standard = /^.89375 



jCS 17s. lOjd. 



±1 

1 2 



3.89375 

3.89375 -^ H = ^4.24772727 = jCi 4s. lljd. 
? jC = 1 oz. general standard 
1 oz. standard = ^ oz. fine 

j J oz. fine = 1 oz. British standard 
1 oz. British standard = ^3.89375 

H 3.504375 

3.504375 H- ^ J = /•3.822954 = /^ 16s. 5jd. 
lorter method for (r) is to multiply the value of an ounce of fine 
y -j^, the general standard; as, 

^4.24772727 X A = ^•3.8229545 = ^ 16s. 5id. 



iXi»EEiGX EXCBULBGK 



5- = 



tcxubart {Tiff ^ ^. «L 

.r 3DCT tV alSCAJBBf ^V 




£zm.,usm4 X ^ » i^2£ J 



Vcsxpc weat 



7. I xrlir: T^uC,. SOMf - - 

itf I ::z- jTrif^ The 




>i;r:i. — T- 5 JjW » y ; i a ig' f l- : i n I cdir «< 

- ; -.:i; - ■'- ^ rr I i^ U+i+tt nr =r5.*«J 
:y .t ti-f .r -•. ny. 

KIT-'*::'' tr. 
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TABI^E VIII 
GOLD VALUATIONS, IN MARK8 



Weight and Fineness 



Value 



gold, fine 

3 gold, ii fine, British standard 
3 gold, 1% fine, general standard 

gold, fine 

gold, ia fine, British standard . 

gold, "i^ fine, general standard. 



mk.2,790 
2,557.50 
2,511 

86.778712 
79.547153 
78.100841 



•Mk.2,790 is coined from 1 kilo of fine gold. 
Calculations 
{c) may be obtained by multiplying the value of 1 kilo of 
►y f^ and -j^, respectively. 

? mk. =s 1 oz. fine 
1 oz. = 31.10348112 g. 
1 (kilo) 1.000 g. = mk.2.790 
TodO 86,778.712 

86,778.712 ^ 1,000 = 86.778712. 
(/) may be obtained by multiplying the value of 1 ounce of 
►y j-J and -1^, respectively. 

Vhen an assay of gold varies from the fine or from 
lard, as, for example, .995 or .897, multiply the 
of fine gold by the actual fineness as reported by the 
ind the product will be the exact value of the gold. 
ign countries, when buying gold in coin instead of 
1, the custom is not to assay it. The price paid is 
lately the same as the price that would be paid for 
of the same standard of fineness; but the price is 
;s based on an arbitrary standard of fineness that is 
ower than the actual standard. For example, in 
g:les are generally bought at an arbitrary standard 
ss of .899vo, the price being 3,091.23 francs per 
ereigns are }2:enerally bought at an arbitrary stand- 
leness of .916, the price being 3,148.29 francs per 
In London, eagles, francs, and marks that are of 
dard, namely, .900, are bought at prices varying 
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from 76s. 3id., or 915i pence, to 76s. 4id,, or 916} pence. 
A price of 76s. 4d., or 916 pence, for gold .900 fine is pracxjv 
cally the equivalent of 77s, 9d,^ or 933 pence, wbich is tine 
buying price of bar gold ,916} fine. In New York, wk ^^^ 
foreign gold coin is sold to the assay ofBce, it is genera ^^]y 
melted and assayed as bullion. A considerable quanti ^"^v, 
however, is held by banks for sale to travelers and others.__^ 

3 7 * Pa r 1 1 y . —The ac tu a1 par I ty o f gold ge n e ral 1 y d i it^^^ ^ 
from the mint parity. This is due to the fact that in forei^ g^ 
countries the government banks when buying or imponfc^ ng 
gold endeavor to obtain it at a price lower than the nm. int 
parity, to cover the cost of coinage, while, when selling q^ 
exporting gold, they may, as already explained, charg^^ ^ 
premium. The difference is usually 2 per mill or i of 1 ^i^et 
cent*, but in some countries it is greater. 

The actual parity of gold between two countries is corta- 
posed of the two following factors: 

L The buying price of gold in the cotintry to which it ms 
to be exported, or the selling price of gold in the eoutiii — -y 
from which it is to be imported; this price is always quote ^— - ^ 
for gold of a unit of weight and of a degree of finenes^ -^^ 
stated in the quotation or known by usage. 

2. The valuation of gold of the unit of weight and degree; 
of fineness that is specified in the quotation; this valuation 
is always in the currency of the country that receives the 
quotation** 



Rule for Findings tlie Gold Parity, — Divide ike va/m- 
ti&n by the price quoted ^ if the rate ef exek tinge is quoted in the 
d&mestie airrenry, but reverse the figures — divide tfte price by ike 
valuation— ii the rate of exchange is quoted in a foreign mrrtney. 

Tables IX to Xfll, inclusive, give the usual buying and 
selling prices of gold in the cities named, the parities of 
these prices in each city, and the calculations to be perfornied 
in order to obtain the parities. 



*If the valuation has not been previously made, the etltff« calculatioi 
may be made by the conjoined rule. 
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TABLE IX 
USUAL BUYING AND SKLLING PRICES OF GOLD 



City 



Buyliur Price 



Selling Price 



iw York . 
»ndon . . 

lis . . . 
rlin. . . 



$20.6718346 per ounce fine 
f ^3 17s. 9d. or ^3.8875 per 
I ounce .916} fine 

fr.3,437 per kilo fine 

mk. 1,392 per German 
pound (i kilo) fine 
(mk.2.784 per kilo) 



$20.6718346 per ounce fine 
£S 178. lOld. or ^•3.89375 

per ounce .9161 fine 
fr.3,437 plus a premium 
of 3 to 5%o per kilo fine 
mk. 1,392 plus 2%o pre- 
mium per German pound 
(ikilo) fine (about 1,395) 
(mk.2,790 per kilo) 



TABLE X 
LRITIES IN NEW YORK OF PRICES GIVEN IN TABLE IX 



City 


Prices 


Parities 


Calculations to be Performed to Obtain 
the Parities (See Rule) 


>ndon 


•{ 


Buying 


$4.8743875 


18.9491817 -5- 3.8875 


Selling 


$4.8665635 


18.9491817 4- 3.89376 








(mint parity) 








Buying 


fr.5.17141643 


3,437 ^ 664.61482 


iris . 




Selling 


fr.5.1921051 


f 3,437 -f 4%(> premium = 3,450.75 
13,450.75 ^ 664.61482 


»rlin 


■{ 


Buying 


$ .95490635 


664.61482 ^ ^^ 




Selling 


$ .9528528 


664.61482 H- ^^ 



TABIiE XI 
PARITIES IN LONDON OF PRICES GIVEN IN TABLE IX 



City 



ew York 

siris 

erlin 



•{ 



Prices 



Buying 
Selling 

Buying 

Selling 

Buying 
Selling 



Parities 



I $4.8665^35 
J (mint parity) 

fr.25. 1670265 

fr.25.26771 

mk.20.38551 
mk.20.4294454 



Calculations to be Performed to Obtain 
the Parities (See Rule) 



20.6718346 ^ 4.24772727 

3.437 -r 136.567584 
[3,437 -f 4%<> premium = 3,450.75 
13,450.75 -^ 136.567584 

2.784 ^ 136.567584 

2,790 -^ 136.567584 



FOREIGN EXCHAIfCB 



Is 



TAfiLK XII 
PAKITIKa m PABM Or rKlCE« CITKH 19 TAStS tX 






Boyingl frjft.3 



0#ftio 






107,1342127 -i^ WOMlSm 
WJIMKIili ♦ $4079 




*TlM Pnn^ uto for aa«te M «M*id iMT M> MsrM, 
TABf.K XIII 



cm 



New York 



Loodon 



■ Btiyiaf 



1019908 



Paris 



Baymg mk^.KSSHOS 
I Selling mkMAmW4 

Selling mkMMimm 









T9J^ITIS3 <- 3.l»75 

2,iW + 3,437 X 100* 

2.7W i^ 3,437 -t' 4*#, or «,4S0.75 



*Tbe Germ&D rate for frttscA !■ < 



I pvr 1W frsac«« 



38. KicpenBes. — It is. of couriie, impossible to give the 
exact cost of gold shipTnentf, It is possible, however, to 
name and explaio the different items tliat enter in'o the 
cost, and to make a statement of the expenses between 
London and New York that mil so closely approximate 
the actual cost that it will serve as a guide in estimiitiijj 
expenses* 

1. Frtighi.^Th^ freight rates between differciu polD 
vary with their distances from one another. Also, the 
freight rate quoted on gold for export to one country may 
differ from that quoted on gold for Import from that country —? 
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Pf^T' example, a rate of i per cent, of the value has been 
^^43e from New York to London, while ^ per cent, was 
^^^d^ from London to New York. Similar rates have 
. ^O n^ade between New York and Paris. 

^ . Insurance, — The insurance rates vary with the distance 

^^ ^^ the risk. Between New York and London or Paris, a 

^^ of a per mill has been made, and in some cases a 10-per- 

^^t:- rebate is allowed, making .00045 net. 

^ ^ Packing and Cartage, — Gold is packed for shipment in 

jj^^.v-y kegs or small boxes that will hold from 200 to 500 

^cp-vttn^s each. The cost of the keg or box, of packing it, and 

q£ cartage, is estimated at about iV per mill, or about W per 

mill at the shipping point and sV per mill at destination. 

4. Assay, — On all gold bars taken for export, the assay 
oflSce in New York charges 4 cents per $100, or t^ per mill. 
Tliere are slight differences in the accuracy with which gold 
bars are assayed in different countries. Consequently, the 
Neve York assay office makes a practice of melting and 
assaying all imported foreign gold delivered to it, charging 
for this $1 for each melt and 2 cents per ounce for any cop- 
per that may be required to bring the gold to the American 
standard. In European countries, the charge for assaying 
is made per bar, and varies from about i per mill to i per 
mill. To cover possible loss due to possible overassays 
(ovoirvaluation in the assay) of gold abroad, the American 
banker makes an allowance of tV to i per mill on all gold 
bars imported. The American assay office has such a well- 
estal3lished reputation for accuracy that no allowance need 
be m ade on exports of bar gold that bear the stamp of that 
office, 

S- Loss in Weight, — The loss in weight due to abrasion is 
so slight in the case of bar gold that no allowance is made 
for it:; in the case of coin, however, the loss is estimated at 
"iV t:o i per mill. 

O. Interest, — Interest figures in the cost of a gold ship- 
m^ri.'t: (a) When the mint or government bank at destina- 
tion, does not make full return for gold bars until after an 
ass^^ has been made. In New York, the assay office pays 
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down 90 per cent* of the value of bars that bear the stamps 
of well-known assay offices and of coin (if to be melted), and 
the balance usually in 5 days. In other countries* similar 
rules prevail. The interest for these delays may be calcu- 
lated as follows: 5 days on 10 per cent, (unpaid) = i day on 
the entire quantity: this at per cent* is .(XXK)8 and at 8 pet 
cent, is ,00004, 5 days on 5 per cent* (unpaid) = i day on 
the entire quantity; this at 6 per cent* is .00004 and at 3 pet 
cent, is .(XK)02. {d} When the gold required for shipment 
must be withdrawn from the assay office or government bank 
1 day in advance of the sailing of the steamer, it must be 
paid for at the same time* entailing the loss of interest lot 
1 day* When also, at destination* the delivery of the gr 01(31 
to the assay office or government bank and the first rettiTnsj 
for it are received by the banker 1 day late, there is a loaf 
of interest for 1 day. Interest for 1 day on $1 at 6 per ceni. 
is .0001644. U) When the shipment is a special one (impor- 
tation) as distinguished from a normal one. The importing 
banker in this case pays for the gold abroad before its shiip- 
mem, and interest during transit figures in the cost. Interest 
during transit, however* does not figure in the actual cost od£ 
shipments made in the normal settlement or adjustment of 
international balances. Such shipments merely take tt->e 
place of bills of exchange, when* owing to different causers, 
the rates for bills of exchange exceed the total cost of a 
shipment of gold* Interest is generally figured at the c^^ll 
money rate* 



id 



39 p Tables XIV and XV give, in decimals » the afiPr^. 
mate cost of shipments between New York and Londc 
including necessary expenses and possible allowances, a: 
may be used as a guide. 

40, rompartsoTi. — A comparison of the parity of tltie 
actual cost with the rates of exchange direct and arbitrated, 
will indicate whether gold may be exported profitably cr 
whether it may be imported profitably. 

To find the actual cost, (1) multiply the parity of the price 
of the gold by the expenses of shipment (see Tables XXV 
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TABLE XIV 

BXPORTS 



Expenses and Allowances 


Bars 


Eagles 


Freight i% 


.0012^ 


.nni2C 


Insurance i%o (less io%) 


1 

.00050 .nnoco 


Packing and cartage iV%o, domestic 
and foreie^n 


.00010 
.00040 
.00020 

.00002 
.00025 


.00010 


A.ssay New York 




Vssay abroad 




difference in assay .900 to .899a . . 

-iOss in weight a%o (abrasion) . . 

nterest delay in returns at 3% 

f I ^ay at 6%1 
nterest 2 days , "^ ^ c/ - • - 
1 1 day at 3% J 


Figured in price 
.00050 high 

.00025 


.00272 


.00260 



TABIiB XV 
IMPORTS 



Expenses and Allowances 



Bars 



Freight A% j .00157 

Insurance ' .00050 

Packing and cartage 000 10 

Assay New York (melt) . . .00003 
Difference in assay 000 10 



Eagles 



Loss in weight (abrasion) 

Interest delay in returns . . 
Interest 2 days{;^^^fj^;} 



.00004 
.00025 



.00259 



.00157 
.00050 

.00010 



New 
York 
receives 
face 
value 
I day 

.00018 



Sovereigns 



.00157 
.00050 
.00010 
.00003 
.00010 



.00050 

.00004 
.00018 



.00235 



.00302 
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and XV); (2) if it is an export, add the result to the parity 
of the price; (3) if it is an import, subtract the result frou^ 
the parity of the price. 

Note. — If the parity of the price is stated in a foreign cvrrenc^-^ 
then the operations 2 and 3 are reversed, for the reasons ezplaia^^ 
under rates of exchange. 

Example. — (a) Export to London: The parity of the London bi 
ing price for bar gold, if quoted at 77s. 9d. = 4.8743875 

The expenses 4.8743875 X .00272 = .0132583 add 

Parity of the actual cost = 4.8876458 
{b) Import from London: The parity of the London selling p'K^xoe 
for bar gold, if quoted at 77s. lO-^d. = 4.8665635 

The expenses 4.866r>()35 X .00259 = .0126044 subtract 

Parity of the actual cost, interest omitted = 4.8539591 
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ECONOMICS OF EXCHANGE 



DEFINITIONS . 

Money and Credit. — Under modern conditions, 
.nges are mediated by money or by its representative, 
:. Money is that valuable good which all people in a 
ry are willing to accept in payment for goods or ser- 
Credit is a promise to deliver money at a future time, 
•cchange effected by credit is one in which the payment 
3ney is simply deferred. 

KlndB of Credit. — There are two kinds of credit: 
3i-edlt of general acceptability, such as greenbacks 
ational bank notes, which people will accept as willingly 
ey would gold. Credit of this kind is popularly and 
nonly called money, but in a strictly scientific sense it 
ly credit; economists call it credit money, representative 
Vy or fiduciary money, (2) Credit of limited accept- 
Lty, which includes promissory notes, checks, bills of 
ange, and all credit instruments that will be accepted 
by a limited number of people. 

Standard money, that is, the real thing having 

2, is so called in order to distinguish it from representa- 

or credit, money; thus, gold in the United States is 

"nonly spoken of as the standard. All other kinds of 

tiled money are merely credit representatives of gold. 

'^hted by International Tfxtbook Company. Entered at Stationers* Hall, Londtm 
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hat the price of a dollar is a dollar would be absurd. Never* 
faeless, people think of the price of gold, which is money 
the United States, as being $20,67 per ounce, for the 

overnment coins an ounce of pure gold into that amount 
>( money. It is more accurate to call $20.67 the mini price 

I an ounce of gold. 

T. Money as a Store of Yalue. — Owing to the fact that 

lanks keep reserves on hand^ money is commonly said to 

erve as a store of Talue* On analysis, this function of 

oney is found to g'row out of its use as a medium of 

change* Men do not hoard money simply for the pleasure 

rived from so doing. They keep on hand only so much 

Ks will satisfy their wants in the present or in the near 

future* Any surplus is deposited in the banks at interest. 

the same way, banks, which deal in promises to pay 

oney. must keep on hand enough to redeem these promises, 

lid anything in excess is invested. Money never lies idle 

ther with an individual or with a bank, but always seeks 

mployment. 

8. Standard of Deferred Payments. — Money Is called 
ie standard of deferred paymeuts^ because men in 

akmg long contracts usually specify that payments shall 
3 made with money of the present weight and standard. 

9. Value of Money, — The value of money is shown 
\y fluctuations in the prices of commodities. If the prices 
I all commodities are rising, then it is known that the value of 

oney has declined; if prices are falling, then the value 
i money has increased. The value of money, like the 
^lue of everything else, is subject to the law of demand 
md supply. An increasing demand for money tends to raise 
Is value and to cause prices to fall; an increasing supply 

iuds to do the opposite, 

10* Demand for Money* ^ — By demand for money is 
meant the general need or desire for it* This demand is 
flefinite and limited like the demand for any other com- 

odity; it depends on the number of exchanges of goods or 
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services that people wish to make* If they do not wish fo 
buf anything, clearly there is no demand for money* Goods 
on the market are maile to be sold for money i but there is 
no effective demand for money unless people are wiUitig to 
bay. 1 1 is the amount of goods sold, not the amunnt offered, 
that fixes the demand* Money should not be confused witb 
wealth. Because money may readily be exchanged for any 
kind of goods desired/ people think of wealth in terms oi 
dollars* and the misconception arises that money has ai^ 
intrinsic value ^ whereas it is not money itself that people 
want, but the ihinfjs for which it may be exchanged. Tlv« 
demand for money is created by those people who lia%;^^ 
wealth or services that they wish to exchange for it Th^^^ 
mercantile policy, which was founded on the theory that ^ 
nation's wealth is measured by the amount of its mone^^n^ 
caused the different countries to export as much goods ^^^' 
possible and place high tariUs on imports. 



1 1 - Supply of Mciiiej% — ^Ry supply of motiey is meati*^^*^^ 
the number of money units (for example, dollars in th» J*^^ 
United States) that are available for use as a medium o «r:yox 
exchange* The supply of money always tends to equal ih^ *~^© 
demand. In other words, strictly speaking, a country always ^^^^^^^ 
has enough money to mediate all its exchanges^ For exam- *'^*^' 
pie, assume that a country has a fixed money supply or ^:-* ol 
$100,000,000 and that the demand fur money on acconnt ot ^^^ol 
increasing population and production of wealth is increasin^^ «^j 
10 per cent, per annum. The necessary supply of monej;^ ^ 
would always be there, for the value of each dollar wonlc^X *lc 
steadily increase with the demands Theoretically, the valn^^:-iifl 
of a dollar would double in 10 years and prices wouloJJc 
decline 60 per cent. Prices depend on two things: on ihm mrMie 
value of the commodity itself, and on the value o«=* o! 
money. For example, anything that lowers the value om^ of 
lumber will also lower its price. At the same time, anig- ^j- 
Ihing that increases the value of money will lower the pric^fc- ce 
of lumber, for the people will expect more in return f^ 7^/ 
their money. 
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12. When the supply of money is regulated by natural 

conditions, as is the case when metals like gold and silver 

are freely coined, the money may be called a natural, or 

commodity, money, for the value of the money unit will 

coincide with that of the material out of which it is made. 

In most countries, this is the kind of money now in use. 

When the supply of money is regulated artificially, as is the 

case with inconvertible paper money, such money is com- 

xnonly called fiat money. The greenbacks in use during the 

Civil War were fiat money. On their face, they were promises 

"to pay gold or silver coin, but as the government did not 

redeem them, they depreciated and became the real, or 

standard, money of the North, expelling gold and silver. 



CREDIT 

13. Credit in its relation to money is simply a promise 
to pay. When written or printed, the paper is called a credit 
instrument. Besides being the medium of exchange, credit 
is also useful in transferring capital. By capital is meant 
all those things which are used in the production of wealth; 
namely, raw materials, machinery and tools, and foodstuffs. 
If these things could not be transferred by means of credit, 
and if their owners were not entrepreneurs (persons that are 
willing to take the risk of conducting enterprises), they 
would lie idle; and this would be a great economic waste. 
Although credit itself is not a creator of wealth, indirectly it 
leads to this end, for it places capital where it can be used to 
the greatest advantage. 

1 4. Basis of Credit. — Faith is the cornerstone on which 
credit rests. No man wishes to lend money to another 
unless he is reasonably certain of the integrity and business 
ability of that man. Hence, credit is based on confidence in 
character as well as confidence in business ability. Some- 
tiimes credit rests on something more tangible than either of 
these, as a mortgage on property; but this is no reason for 
saying that all the credit of a country depends on the amount 

17(»— ir> 
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of {roods in it* Credit is dependent on this sometioies, but 
iDore often on the faith of the lender tn the borrower's 
ability to produce wealth* 

IS* Cretllt a» « Et'iiref^eittatlve uf Money,— Credit 
is a representative of money. Every credit iransactiou 
creates a contract to pay money, which can only be dfs- 
t charged by the delivery of money or of an acceptable promise 
to pay money. If, for example, the least doubt existed as 
to the abiiiiy of the United States to keep np its credit, thai 
is, redeem its promises to pay in goldi the value of its credit 
would gradually disappear, no matter how rich it might be 
in oiher forms of wealth* Credit has value only as a repre- 
sentative of money, and in no sense can it serve as a standard 
of value. 

16* Credit of noiiorn] Arcepiuhlllty, — Credit o! 
ixeiiernl arcepMit>lllty, pi»pnlarly called monty^ shoiilA 
possess four qualities; (1) It should be issued by a proml^c^^ 
in whom there is absolute confidence; (2) it should be issia^^i 
in convenient denominations; (3) it should be easily reco *' 
nisable; and (4) it should be difficult to counterfeit. TXne 
two most common forms of this kind of credit are bank no^ ^^ 
and government fiduciary money* In the United States, f^ -^^^ 
I example, the following kinds of so-called money are re^S- ^Y 
credit of general acceptability: National bank notes, sil^;'^ ^ 
dollars and certificates, yold certificates, greenbacks, subs»^d- 
iary silver (that is 50-, 25% and 10*cent pieces), mckels, a^^nd 
cents, 

IT. Ci-edit of LltiiHetl Afeoptiibllliy^— Credit o^ 

limited aeet'pt ability includes instruments that are accet=^*" 
able, not to the general public, but to a certain few interest: ^^^ 

in the particular transaction that gives rise to the iss ►ti- 

ance of the credit instrument. Promissory notes, bills o^ 

exchany^e, various forms of bank credits, and book accoux^^^ts 
may properly be classed as credit instruments of limit^^^ 
acceptability. Their chief purpose is to render capst^:^^ 
easily transferable rather than to serve as a medium -^f 
exchange. 
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18« Deposit Ciirreney* — A man wishing to secure a 
deposit account in a bank may give actual money to the 
bank, or credit instruments that he has received from others, 
or his own promissory note. The amount of actual cash 
€3eposited in the banks of New York amounts to less than 
6 per cent* of the total receipts. A clieck is a depositor's 
order on a bank to pay otit a certain sum of money to a cer* 
tain in dividual » firm, or corporation. A Imtik clraft is an 
order of one bank on another to pay money to an individual, 
firm, or corporation* Checks and drafts, being based on the 
bank deposits, are known as deposit curnnicy. They save 
to a great extent the counting and handling of money, 

19* Clearing House^^Tlie elearlug house, an insti- 

lution supported by the banks of a city, helps to do away 

with the actual handling of money. Each bank in the course 

pi a dny*s business receives a large number of checks and 

Irafts on other banks of the same city. These are sent 

ach murning to the clearing house. If their sum exceeds 

he amount of all the checks and drafts that other banks hold 

gainst it, then this bank has a net balance in its favor and 

^ called a c red tier Bank for the day. If the claims of this 

iok are less than the amount of claims held against it by 

he other banks, then it is called a debtor hank, and must 

tend to the clearing house a sum of money or a check on a 

fesi^nated bank with which the clearing house has a deposit 

iccount sufficient to cover the balance, 

20» Book Aeeouiit* — The form of credit that is prob- 
bly the means of effecting the greatest number of exchanges 
the book nccoiint^ where the amount is charged and later 

lid by check or by draft. The seller does not receive pay- 

ent at the time of the exchange, but records it in a book, 
^ostalt express, and telegraph money orders are useful credit 

struments of limited acceptability. 

21. Bank HesierTe* — ^The reserve of a bank is the 
Lsh it keeps on hand for use in the payment of claims 
.gainst it. Bankers have learned by experience that this 

iserve need not equal the total of possible claims. For 
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example, the nianag^er of a bank with deposits amoimtiof t. 
loOOfOOO may find that $100,000 in mooe)^ is an adequafl 
reserv^e. Checks amounting to more than $100AK)0 may 
drawn by the depositors, but the bank is not called on 
i::ash all of them. Some checks are deposited by the payees^ 
while others are offset at the clearing house by check?* 
other banks deposited In the first bank by regular cnsiomer^EL 
Thus, the same dollar in a banking reserve may mediatna 
several transactions at the same time, and it becomes impo^ 
tant to disting^uish between the use of currency as a bankitji 
reserve and as a hand-to*band medium of exchange. 

22. llBefulnets^si of Credit, — Just as the use of motie: ^ 
as compared with barter diminishes the difficulties of trad 
so the use of credit facilitates operations us compared wit"' 
a situation in which money alone is used. The use of credi 
in any country tends to increase whenever anything occui 
to strengthen the confidence on which It rests. In tim 
of lessening confidence, there is increasing need, of cred 
money to do the work that no longer can be done by oth 
forms of credit, A good credit system is one that provid 
for an automatic increase or decrease in the volume of cred^ 
whenever demanded by bustness conditions. In the Unite- 
States, checks, drafts, promissory notes* and book acconn« 
may be issued and employed to any extent, but freedom c: 
issue is greatly restricted in the case of credit money. 
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MONKY DEMAND AKD SUPPLY 

23, Condi tf Otis Govern luiar Demand fof Mtme;^ 
As the demand for money is the need for it for use a< 
medimn of exchange and as a store of value, anything afe^ ^gc t' 
iog the volume of exchanges or the need for money as -^^ a 
store of value will change the demand for moneFi ^n<i so 

tend to change its value and cause the general level of pfic^i^aes 
to rise or falL It is important to consider three condition— nj; 
(1) The nse of credit; f2) the rapidity of tbe circolalioa^. 
mOEiey: and (3) the total volume of exchanges 
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^* Use of Credit* — The use of credit lessens the 
i^nd for money, lowers its value, and thereby causes 
I prices. If a sudden restriction were put on credit, 
t would be forced to carry cash to meet their obligations. 
■ry one would be clamoring (or ready money with which 
sake purchases, the value of money would increase, and, 
^e supply were not at the same time increased, the gen- 

leve! of prices would fall; possibly a panic would follow. 
|.s, credit lessens the demand for money for use as a 
lium of exchang^e; it also lessens the demand for iDoney 
a store of value, for the use of credit in the form of 
cks, notes, or drafts reduces the amount of currency that 
1 need on hand, in pocketbooks, and in cash drawers. 
t is important to remember that credit, though it may in 
irge degree do away with the use of money, is neverthe- 
I based on money, for it is a promise to pay money* 
DUgh a person may obtain money by giving a promissory 
se and pledging his property as security, nevertheless it is 
tiey that he must pay back, and his property would not be 
CO as security if it were thought that the snm of money in 
fstion could not be readily realized by the sale of the prop- 
f. A given sum of money, by serving as a basis for 
dit, may give rise to a volume of deposit currency several 
es greater in amount, and thus it may be correctly said 
I the use of credit multiplies the efficiency of money as a 
fliuni of exchange. Credit does not increase the supply 
money, but by increasing its efficiency, it lessens the need 

money and increases the importance of each dollar of 
ney in the country. 

S5. RupidUy of Money Clrculatloo. — The more rap- 

r money circulates, the less will be the demand for it as a 
re of value; and hence its value will be less; fort where 
1 same dollar is used for a number of exchanges, it is evi- 
It that a less number of dollars will be required than 
ere each dollar can be used but once. Hence » the demand 
money decreases in proportion to the increase in the 
ridity of the circulation* 




26. Total Volume nt ExehiLtigcee*-'— The dCTnaod for 
mone^r tends to vary directly' with the tots] voltune of 
eKchati^es. The %i>lutni^ uf €^xt.*liuiifc«^t$ in any country 
depends on the nnmber of people, on their productive capac- 
ity, on the organisation of business, and on the extent to 
which the division of labor has been carried. The demand 
far money therefore tends to vary whenever cbang^es lake 
place in any of these factors. Improt^ements In bnsintss 
organization, which reduce the number of times a commodity 
is bought and sold in its journey from producer to final coo— 
sumer, thereby dispensing wfth the necessity of a middlemaii, 
reduce the total volume of exchanges and so tend to lessen 
the need of money. On the other hand, division of labor, 
which is a feature of modern industrial evolution, has a tend< 
ency to increase the need for a medium of exchange. 
Primitive roan manufactured his own clothing, furnished his 
own food, and made few exchanges. The resident, even oi 
a mere farming district, of the present day gets most of the 
comforts and necessaries of life by exchange. 



27* Supply ©r Money. — When a commodity lilee gold 
or silver is used as money, free coinage being permitted, the 
supply of money in the long run depends on the cost of pro- 
duction. Capita] and labor gravitate toward the industry 
that produces the largest profits. Where extraordinary profit 
is yielded, a large supply of capital and labor will Increase 
the supply of the commodity selling at such a price, and the 
value, because of this increase, will be forced downwards to 
the cost of production. If the price falls below the actual 
cost of producing the article, producers will limit the produc- 
tion, the supply will be reduced, and the price will rise. The 
only check on a large increase in the supply of gold is the 
difficulty or cost attending its production. If the value of 
gold increases, it may become profiiabte to work the less 
fruitful mines and thus increase the supply. If the value of 
gold falls, a number of mines that do not yield sufficient gold 
to give profit when gold is at this low figure will be aban- 
doned and the output of gold will decline. These changes 



i 



( 



§26 MONEY AND CURRENCY 11 

in the supply of gold will tend to keep it at a value that will 
yield the gold miner only the average rate of profit. 

28. When gold or any other commodity is freely used 
as money, the supply of money in a country is automatically 
regulated, so as to keep the value of that money practically 
the same in all countries of the world where the same stand- 
ard is used. If the United States has a larger supply of 
^old than it needs, the value of money will go down and 
X^rices will rise. People will buy abroad where things are 
ci^heaper, and gold will be exported to pay for such purchases. 
^The supply of gold here will thus be diminished, and the 
^value of money will rise and prices will go down. 

29. The supply of fiat money depends on the will of the 
government issuing it. It should be noted that the supply 
of money value in a country cannot be increased by an arbi- 
trary increase of supply of money units. There will be 
-merely an advance of prices; in other words, a depreciation 
of the money unit. 

EXCHANGE 



DOMESTIC EXCHANGE 

30. The payment of debts between different communi- 
ties in a country is accomplished through the agency of 
money or credit. Credit is the usual method, unless the 
purchases exceed the sales, when the excess is paid for in 
currency. Every bank in the United States has funds on 
deposit in one or more banks in other communities, and thus 
is able to sell to its customers drafts calling for payment of 
money in other cities. The medium most employed for the 
p>ayment of debts between different communities is New 
"Vork exchange; that is, a draft, check, or other credit 
ii3Strument payable in New York City. 

31. Sometimes, a bank receives a call for more New 
"V^ork exchange than it can sell and is therefore forced to 
^Jiarge a small premium for New York exchange. The 
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92* The delits and credits ol a commtmty oo 
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fOK£ie!f EXCHAKGK 

83# With respect to the trade of the world. Lc 
occQpies a posttioa simtlar to that occupied bf New Y< 
with r esp e ct to ihe trade of ihe United States. Batiks aU 
ov^r tbe work! haire credit balaaces in London banks. These 
balances are aot buiJt up bf shipaiencs of gotd. hoc by the 
resritlasce of checks, drafts, etc. th^t bonks receiTe ^m 
costofners that have shipped goods to LoodoiL 




134* I^ondon Drafts. ^Drafts on London frequently 
oj-j^inate in commercial transactions in which London is not 
eoX^iceroed- An exporter of tea in China, though his tea has 
5^^n shipped to Paris^ may be paid by a draft on London 
jQ ^ f ead of by a draft on Paris. For this reason, London 
gj^^^iiange, ot ster it nj^ exchange as it is commonly called, comes 
— jjj^£ii-est to being what might be called the world's medium 
W^ ^3cchange* Exporters to Great Britain usually **draw** on 
f ^^xi.c3on for payment, that is. they write a draft on their 
g^^tish customer and sell the draft to a local bank, which 
f ^^^^^^rards the draft to its correspondent in London for 
^^^ lection, 

^B ^^ &* Forelpcn Exchfiu^e Terms.' — Bills payable within 
HL ^:^ ays are called short billi^; those running for a longer 
^^.^i^d are termed long: bills. Cable excbani^e is a name 
■E^^^^^^n in New York to drafts on London sold by banks and 
^r -^^ Ihe same day in London in compliance with a cable- 
^^ -mm. A long bill sells for less than a sight bill on account 
of ^lie deduction of interest* 

^5^. Gold Import and Export.— tf the trade between 

^^^%?v York and other parts of the world were always settled 

\^y Sterling bills or bankers' drafts on London, and if the 

exi>*^i"ts from the United States always equaled the imports.J 

sterlii^g bills of exchange would always be at par in Neu 

VoT-lc City. A sovereign would always be worth $4-86fJ 

Tbi^ state of affairs seldom exists* When the United States 

itni>oTts more than it exports, the demand for London drafts 

Tun^ ahead of the supply* and a man with a debt due in 

Loncilcin wiU pay $4.88 for a draft rather than ship goldp 

wtiic^^ would cost about 2 cents a sovereign. In the opposite 

cas^» bankers will find their credit balances in London 

increasing. Bankers usually desire to have their funds at 

hom^ and not in foreign cities* but as it costs 2 cents a 

savesrei^n to import gold, they can better afford to sell drafts 

on London at less than par. Therefore, brokers, as a result 

of competition among themselves, sometimes lower the price 

of si0ht sterling to $4,846. The expenses of shipping gold 



526 



MONEY AND CURRENCY 



IS 




F 



MONEY AND CURRENCY 



15 



check on London or permits his American creditor to draw 

on him* That increases the supply of sterling exchange in 

H the United States and tends to lower the price* The oppo- 

^ site is true when an investor in America makes purchases in 

Europe. If the rate of interest ts lower in London than in 

New York^ London bankers, wishing to take advantage of 

^ the higher rate in New York, will authorize their New 

^ York correspondents to make drafts on them; this causes an 

increase in the supply of sterling exchange in New York, 

H 38. Effect of Forelpfn Kxchangre,— As a result of the 
operations of men in different countries, each acting inde- 
pendently in the pursuit of profit, the rates of foreign 
exchange in each country are so adjusted that the value of 
gold in all tends to he the same, gold always moving from 
the country where prices are relatively high toward the 
countries where prices are relatively low. 

^^H THE INDKX NUMBER 

39. The level of prices always tends to rise when the 
supply of money is increased or the demand falls off, while 
prices tend downwards when the supply is diminished or the 
demand is increased. However, the changes in the prices 
of different commodities are not uniform, nor do they 
follow in regular order. So, if it is desired to ascertain 

■ whether the value of money is risings no information can be 
gained by examining the price of one or even of several 
products. A general average of the prices of the principal 
commodities must be taken. The Indeji; nimiber is an 
instrument devised for this purpose. In the calculation of 
this instrument, several methods are employed, the simplest 
of which is the following: 

Suppose that rice, potatoes, coal* petroleum, and salt are 
selected, and that it is desired to find out how much the 
value of money has changed with respect to these during a 
certain year. Suppose that the prices between January 1 
and December 31 have changed as follows: Rice has risen 
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^^anging and articles of great importance during one decade 
^ay cease to be consumed at all during the following 
decade. 

In order that an index number may reflect the varying 

degrees of importance possessed by different commodities, 

Methods of weighting it have been devised. For example, 

it t\i^ value of the iron consumed in the world is found 

to be five times as great as the value of tin consumed, the 

Pric^G of iron may be used five times in the list of prices 

ftcp^^^ which the index number is deduced, and the price of 

Htm. only once. 

'^[ir'fae index number shows the value of money only with 
r^^^^^ct to goods, not with respect to human labor. If the 
inc3^^^ number were known, it would be possible to decide 
^,^ ^ tlier there had been any real changes in the value of an 
g^j.^xc^^^ by comparing the price changes of the article with 
QfyxTK t: ^mporaneous changes in the index number. If the index 
n^^xrx^^^^ rose 5 per cent, and the price of the article rose 5 per 
^.^X3.t:-, the conclusion would be that the value of money had 
fall^*^ ^^^ ^^^^ ^^® ^^^^ value of the article had remained 
stationary. 

4 3 • Coinmon Index Numbers. — Following are descrip- 
tion s of index numbers frequently quoted: 

T*lie United States Department of Commerce and Labor 
IrxdL^jL Number, which is published annually in the March 
Bulletin of Labor. This index number begins with 1890, the 
bas^ line being the average of prices from 1890 to 1899, and is 
conn p>\ited from the average yearly prices of 259 articles. 

Tlie Falkner Index Number was prepared for the United 
Sta.t:^ Senate Committee on Finance and Commerce and 
co^vr^rs the period from 1840 to 1891. 

T^lie London Economist publishes once a month an index 
nurTali>er computed from the prices of 39 articles, the base line 
beii:^S the average of prices from 1845 to 1850. 

The Sauerbeck Index Number, computed annually by 
Amgr-ustus Sauerbeck and published in the British Journal 
of tVxe Royal Statistical Society, is based on the prices of 



18 



MONEY AND CURRENCY 






37 articles, the base line beings the average of prices fr^i 
18B7 to 1877. 

Two newspapers in the United States, Dun*s Review a« 
Brad street's, publish monthly tables of prices. These she 
in a general way th& changes in the purchasing power of t1 
dollar. 

42. Canni*B of CUtin|;ct*s In Prlees* — Changes in 
price of a commodity may be brought about in four wa^^ 
as by a change (1) in the demand for a commodity; (2) 
the supply of the commodity; (3) in the demand for mone 
and (4) in the supply of money. 

43. Suppose there is mined in some of the Westea 
States a supply of gold worth fifty millions of dollars, ar-^L^f 
that this gold is coined by the government and then depc^ ^s- 
ited by the miners in the banks of the country. The ban^f s 
will immediately seek borrowers and will probably low^^r 
the rate of interest rather than keep any of the gold idle ^n 
the vaults* The borrowers will buy goods and labor, g^^ n 
the demand for goods will increase and prices will ris- ^< 
This will cause a rise in the general price level, indicatir^aas 
a decline in the value nf money* High prices here w-^:=3\l 
induce purchases abroad j then will follow export of goI< 
and, in accordance with the law of automatic distribution • 
gold, each country will finally get its proportionate shai 
of the new supply, and prices in all gold-standard countiii.^^ es 
will gradually be raised in the same degree. If fifty mil 
lions of dollars are suddenly withdra%vn from circulatioa 
a precisely opposite effect will be produced* 

44. An increase in the demand for money may resu 
from 1 1) an increase in the volume of eichange; (2) a cor«: ^sn- 
tracitoe of credit; and (3) a lessened rapidity of circulatior*^ ^^"^ 
The volume of exchanges within a country depends main! f m)^ 
on the number of its people and the quantities of goo<E:^^s 
produced If the productive capacity of a community h-r^- as 
been doubled, the supply, of money having remained atatio*- -n- 
ary and the use tif credit not having been introducedt th^^^n 
each dollar will be called on to exchange twice as ma ii _ j y 
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€3s as before, and it will have twice the value it formerly 
In other words, prices will have fallen 50 per cent. A 
pi^ction in the cost of one article, due to im prove men ts» 
r indirectly affect the prices of other goods whose costs 
^ not been changed^ Suppose the average price of pianos 
sduced from $300 to $150. If the reduction does not lead 
^^ivice the former sales, an increased amount of the com- 
pity's money will be offered for other articles and their 
fees will rise I though there has been no change in their cost 
iproduclion. If the lower price of pianos attracts a large 
timber of new buyers and the sales more than double, then 
t community will have less money to invest in other articles, 
that the prices of these will tend to decline. 

45* An increase in the use of credit, since it lessens the 
imand or need for money by rendering the existing supply 
ore efficient, is practically equivalent to an increase of the 
Dney supply ♦ and therefore tends to cause a rise in prices. 

46. Prices do not change uniformly* When there is an 
urease in the supply of money or in the use of credit, only 
bse Eoods which come in contact with the new money or 
&dit are affected in price, for those are the goods for which 
pre is an increased demand, Suppose the banks suddenly 
ieive a very large sum of gold. Having a large fund on 
cd, they will reduce the rate of interest to encourage bor- 
ivers. They will probably at first increase their call loans 
speculators in stocks, wheat, corn, cotton, and other prod- 
&: the demand for these articles will increase and their 
ices will rise. The general public will borrow and invest 
railroads and industrial plants. Merchants and manufac- 
«rs wi]l extend their operations with the aid of the bor^ 
^ed capital. The materials they use (steel, iron, lumber, 
i} will rise in price because of the increased demand. 
:reased demand for labor will insure higher wages. The 
mmunity at large will have more money to spend on 
pessaries and comforts, and the retail prices of these 
tides will therefore rise* 
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& has QD use, he will sell the hay and deposit the proceeds 

the bank* Such a deposit, representing the surplus hay, 
Ecomes part of the loanable funds. All the goods not 
anted by their owners constitute a community's loanable 
ipital, while the money and credit for which they are 
cchanged constitute its loanable fund. Thus, capital fund 
lay be defined as that amount of money and credit which at 
ly time is available for business purposes, 

49« Consumers'* Goods and Capital Goods. — All 
lose goods in a country which are used, not for the pro- 
action of new wealthy but for immediate consumption, are 
E»nsuiner!=5* |froods« The capital fund of a country is 
btained from the sale of consumers' goods as well as 

pltal ^oods, A manufacturer of shoes, which are coo- 
ts* goods, may deposit his surplus earnings in a bank, 

m swelling the capital fund. In spite of this, the amount 

capital goods has a direct bearing on the capital fund. An 
icrease in one causes a corresponding increase in the other* 
Uppose the spirit of economy suddenly descends on all the 
members of a community. The desire to save will lead 
ich person to deposit as much of his money as he can in 

bank, thereby increasing the capital fund. Fewer con- 
imers' goods will be bought, for the people will be con- 
mt to do without luxuries in order to buy more capital 
>ods. The demand for capital goods being large, the 
fices of them will rise. At the same time, the demand 
\T consumers' goods being small, their prices will fall, 
roducers would begin to manufacture more capital goods 
id fewer consumers* goods. Thus, it is seen that any sud- 
^n increase in the capital fund will cause a corresponding 
icrease in the amount of capital goods. From this it may 
I concluded that the rate of interest charged by banks for 
le use of their capital fund corresponds in the long run with 
le rate of interest on capital, 

50, l>einatid for Capital, — A demand for capital is 

i)t a demand for money. The latter, as explained before, 
Utiles from people that wish to sell and varies with the 

!7*l^l« 
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sc> t^e reduction in the interest rate was only temporary. A 
l^ T'xr^ porary decrease in the money supply has an effect just 
t|3 ^^ opposite of that above described. 




2. Effect of Steady Increase in Money Supply, 

steady increase in the money supply will now be con- 

^red. At first, as has been shown, the rate of interest 

B. fall and prices will rise. Producers will consider that 

:^ have increased their profits because they are getting in 

:ie money. The demand for capital will increase; this 

^ cause the rate of interest to rise. There will be a great 

ulus to all kinds of business activity. If this continues 

g enough, there will be a tendency to speculation. Soon 

'^::::limax will be reached, and the reaction will start in. 

- Tane bank will find that it has increased its loans and 

"^cnand obligations beyond the line of safety. Other banks 

^^y be involved in its downfall. As soon as a suspicion of 

.^j"^- ^^se conditions assails the public, the disastrous effects 

^^^ come widespread and may culminate in a panic. The 

^^^ ^dit contracts and prices fall. During the panic the rate 

^^ interest rises. There is a great demand for loanable 

^^"■^^^nds for the purpose of paying debts. Then follows a 

^^^ ^"^riod of depression and the rate of interest again declines. 

53. Failure of Money Supply to Increase. — When 
"^^ne money supply fails to increase as fast as the demand, 
^^Ithough at first the rate of interest goes up, in the long run 
'^ "^ tends to decline. At first there is a scarcity of loanable 
blinds, and the banks get a high interest rate. This will 
'^orce many business men to lessen their transactions, and 
the prices of goods will decline. There is a general depres- 
sion of business activity. The demand for loanable funds 
^decreases, and the banks have to lower their interest rate in 
^Drder to get people to borrow. The decline of profits and 
^lessening of the demand may wrongfully be attributed to 
overproduction; but the real cause lies in the weakening of 
^be demand for capital caused by the fall of prices. During 
-periods of depression, banks have on hand a large supply of 
xnoney. This may raise the question "How can money be 
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APPRECIATING AND DEPRECIATING STANDARDS 

55. It should be borne in mind that price gives the 
value of a commodity in gold (assuming gold to be the 
standard), and also the value of gold in a commodity. Two 
sets of supply-and-demand relations, therefore, are always 
involved in the price of a single commodity. The misunder- 
standing of this fact has led to some confused thinking and 
writing in criticism of the law of demand and supply as 
applied to money, it being held that the law applies only to 
commodities, and that prices really depend on the demand- 
and-supply relations, or cost of production, of commodities 
exclusively. 

56. Tjevel of Prices. — The height of the level of 
prices is determined by the value of purchasing power of 
the monetary unit. In the United States, the unit of prices 
is the dollar, containing 23.22 grains of pure gold. The 
dollar is popularly called the imit of value. That phrase is 
:onfusing. The dollar is merely the price unit. It is of no 
ronsequence whether the level of prices is high or low. To 
liscuss the comparative advantages of high prices and low 
>rices would be like discussing the advantages of the long 
merman mile over the short English mile. The altitude of 
)rices has no more connection with business than the length 
>f the standard mile has with the distance between Phila- 
lelphia and New York. 

It is important, however, that the level of prices when 
>nce fixed should not vary suddenly or greatly. Slight 
iuctuations in prices, like the ebb and flow of the ocean 
:ides, may be harmless; but a sudden and considerable rise 
or fall of prices upsets all business calculations and tends to 
cause panic through the destruction of that confidence which 
is the basis of credit. One of the strongest arguments in 
favor of the use of gold as a measure of value is the fact that 
its value is not subject to great or sudden variations, since 
the demand for gold depends on world-wide conditions and 
its supply on natural conditions. 
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57. Effects of Ul}4tn|i: iiitd FulltuK PrteeB. — From the 
foregoing, it will be seen that the question of higher ut lower 
jirices is not the question of high or low prices; this U 
extremely important. When the purchasing power of money 
increases with more or less steadiness, that is, prices are tend- 
ing downwards^ it is called an iip|iri*c*liitlti|c MtJindnrtt; 
when its purchasing power is decreasing^ that is, prices arc 
tending upwards , it is called a ileprec'ltillni; »«tiitirtanL 
Economists have nsually held that the standard should be 
stal\Ie, that is, that it should neither appreciate nor depRciate, 
ihe general level of prices not changing; and must ecanomlils 
have maintained that a gradual dcpreciatioti of the standard 
(if not the result of conscious design, as is possible wi^^ 
paper money) is less hurtful to business than it» gradum 9^ 
appreciation, on the ground that business men more rendi^ Wl 
adjust their affairs to rising than to falling prices, bet] 
stimulated by the one and depressed by the other. 



58, Two Caii»<t8 of Appreelfttloii,— ^A rise or fall 
prices may he the effect of either of two causes — ^one actiii*^:'^^ 
on the demand for money, and the other acting on the supply. ^■ 
Falling prices* for instance, may be due to an increasio ^^^ 
demand for money on account of increase of production an- ^^ 
of exchanges, the supply of money either remaining station 
ary or not increasing at equal pace with the demand. Or 
the cause of falling prices may be a positive diminution n 
the available supply of money, the demand for money having 
undergone no change. A lessening of the money suppb 
will depress not only prices, but business enterprises as welU 
for the debtor's burden will increase, while his ability to 
bear it will not* The depression of prices in the first 40 years 
of the Wth century was of such a character, 

A general fall of prices, no matter what the cause, axerts 
nn evil influence on trade and production* It discourages 
production, for the producer h ftirced to sell at a level of 
prices lower than that on which all his calculations and 
expenses were based. It appears to increase the burden of 
long-time mortgages, and often actually does increase it. 
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In either event, the psychological effect on the mortsfagor 
is bad. 

69. Stability of Value. — One of the most desirable 
qualities of money is stabiMty of value. Economists are 
not agreed as to what should be the test of stability. A dol- 
lar should always buy the same quantity of commodities. 
In other words, the* index number should not vary. A dollar 
should always buy the same amount of human effort; then, 
as prices fall as a result of increased production, the real 
reward of labor will increase. A dollar should always buy 
the same amount of utility. In other words, it should 
always afford the same amount of satisfaction or pleasure to 
the purchaser. 

COMMODITY MONEY 



GOIiD AND SIIiVBR 

60. Natural, or commodity, money is money made 
:>ut of material, the free use of which is permitted as money. 
The value of the material depends on two things: its use as a 
ioinmodity, audits use as money. Gold and silver coins are 
^t present the only kinds of natural money in the civilized 
^rorld. Silver is not natural money in the United States, its 
E^ree coinage not being permitted; it is credit money. 

61. By free coinage is meant that any person possess- 
ing a metal that is used for money may take it to the gov- 
ernment and have it minted into money. In the' United 
Slates and England, this is not only permitted with respect 
to gold, but the minting is done without charge, except 
for the alloy and for the conversion of the metal into bul- 
lion. Coinage under these conditions is not only free, but 
gratuitous. 

62. When a metal has been purified and mixed with 
alloy it is known as bullion. The charge for this process 
is called brassagre. When an additional charge is imposed, 
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as in France and most other countries where free coinage £_ 
permitted, it is galled feelKDJorage. There is no seignior 
age on the coinage of g^old in England and the United Staler 
When free and gratuitous (that is, without seigniorage 
coinage is permitted, the vahie of an ounce of buUton tend 
to equal that of an ounce of coin, thus making the mtt 
itself practically money. If the bullion in a coin were wort! 
more than the coin as money, people would melt the coios 

63. Effects of Free Coinage of Gold. — ^Gold is needec 
for two purposes: for money, and for use in the arts 
Hence, the value of money in the United States is governec 
by the demand for and supply of gold coin, and also by th? 
demand for and supply of gold bullion in the country. 

Where free coinage is permitted, an increase in the supply 
of gold will bring about an increase in the supply of raone; 
and cause the value of both to decline. A decrease in the 
supply would have the opposite effect* Free coinage gives 
to gold the same uses as money. In the United States^ 
banks count gold bars in their reserves. 

64. Effects of Belsulorai^. — If seigniorage is charged^ 

the value of the coin will exceed that of the bullion by ihi 
amount of the seigniorage. France illustrates the effects o 
seigniorage. The government charges 7 francs for coinin 
1 kilogram of pure gold into 3,100 'francs* Gold coins i: 
France, therefore, are worth more than their weight in ^old 
and hence are never melted or exported. The chief objec- 
tion to seigniorage Is the opportunity it offers to counter-^ 
feiters; its chief advantage lies in the fact that a given 
quantity of metal will make a larger amount of coin, 

65. GreeUam^B Law,— Through constant usage, coins 
ate likely to lose a small percentage of the gold contained 
in them and at the same time retain their value as money, 
la the United States, if gold coins lose more than one^half 
of 1 per cent, of their weight in 20 years from the date of 
their coinage, they will be valued according to their weight 
as bullion. There is a tendency for all commodities to seek 
that market where their values are the greatest. Gold 
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fc^llovfs this tendency. When it is needed for export, the 
j^c>^^ coins, being worth just as much here as the new ones 
^'gx't. ^ot worth so much abroad, remain here, while the full- 
^^l^ht coins are selected for exportation. Gresham*s law 
. seated as follows: ** Whenever a coin is worth more as 
(3 1 lion than as money, it will either be melted for use in 
j^ arts or exported as bullion.** A popular expression of 
li^ law is, **Bad money drives out good." 

^SO« Regrulation of tlie Supply. — The supply of metal 
loney is regulated automatically through the medium of 
ricre and the rate of 'interest. As just stated, gold, like all 
tti.^r commodities, tends toward the market where its value 
ST^^^test. This will be wherever prices are lowest. The 
t^^ of interest also governs the supply of metal money, 
^t^en banks in the United States raise their rate of interest, 
^^^^ weaken the price of speculative commodities. This 
^^^■xeases exports and diminishes imports of goods and 
^ ^i^urities; it also increases the earning power of money as 
"Vi^asis of credit and causes bankers to convert their foreign 
*^^-lances into money, while foreigh bankers will increase 
^^^ir balances in the place where they get the highest interest 

^^te. Gold will then be imported. This automatic move- 
^^ ent of gold tends to keep it evenly distributed among the 
"^^Duntries using it as money. 

67. Distinction Between Credit and Commodity 

^^oney. — Credit money coined from metal should not be con- 
^"Used with commodity money. In the United States, all metal 
^^^oney except gold is credit money. The term money is 
^3efined in the laws of a country. In the United States, the 
^3ollar consists of 25.8 grains of standard gold (nine-tenths 
'K^ure gold and one-tenth alloy). 
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68* Hie onlj UopmtmDi defect ol oalwal mom&f k flw 
bck of iixbtUtf to its Tilne, wfakli liies mad falh with the 
rmhic of the metal (rcpai wMdi if if cofaied. Tbe prodadtoa 
of ^old win tend to joaw msm wtara its value H mmg, aad 
to decrease wheo Its iraloe it falUag. Tbts tratb is cuilj 
Bodcntood wbeo mppUed to ordioanr comfiiodsties. Imt is 
otarared in llie case ol sold bf ibe fact that the so<iQid 
'^price" of gold to tbe United States and in Etzrope does m 
cbaofe. Gold itself ts the maker of prices and seems iade^ 
pendent of tbe ordtoarf laws goternmg imhies* If i mm 
receives a oertaio fixed asMioBt of irold erery fear. tMi iiim 
wilt be worth more to him when the prices of soods siv bw 
than wheo tbej haire risen, beoose t& ibm former esse be 
would receive more goods in eachange for his e«>U^ Tbe 
m^n that owns and worfca a gold mine ts mteresied in the 
prices of all goods, becaose tbe ralne of his proda e t dependt 
cm the prices of things tn general. If prices are hi^h, his 
mine may not prodnce enongh to paj the tn&eased price lor 
the goods be needs, in which case he may cease openHioef. 
[f the prices of goods in general become considenblj lower 
the gold miner will be able to get a brger quantity o( 
in exchange for bts gold* which means that gold has risesm 
valtie* At any time the miner may take an oimce of 
to the mint and receive in retnm 120.07 

60. Altbongfa the value of gold is hxt<X uj int ^ar 
that fixe* the i'aloes of other commodiLics, its valac nc^r^^ 
theless is not so subject to sudden changes, for the stock * 
gofd in tbe world Is so large that the annual additions b^^ 
a iman propoitioa to the whole. Owing partly to the dani^P 
attendant on mtotng operations in the middle ages* as^^ 
partly t. - ^^forptioa of the precions metals by the chtt^^^ 
of ihaf r decorative purposes » tbe supply of gold m^ ^ 

silver was so dimtntshed that in the lOth century penn^E 
were prized air *' ^ re now. The improved 

esses invcnteii _ quarter of the 19th 
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re believed by experts and special investigators to have 
inverted gold mining into a stable industry, thus banishing 
le fear of any great scarcity of gold in the future. 

70. At the end of the 15th century, the world's supply 
f precious metals available for use as money was equal to 
bout $175,000,000. During the 25 years following 1492, 
le annual production from America averaged $250,000, 
rhile that of the old-world mines averaged $500,000. The 
iscovery of the Potosi silver mines about this time, together 
nth the invention of a process for the extraction of silver 
rom ores, increased the production to $10,000,000 per 
nnum. During the 18th century, the production of gold 
icreased at a greater rate than that of silver. Between 
760 and 1810, the annual production of both metals had 
nounted to $45,000,000. During the 20 years following, this 
"oduction amounted to only $28,000,000 per annum. Then 
line the discovery of gold in California in 1848, and in 
ustralia in 1851, which caused an increase during the next 
> years, so that between 1860 and 1870 the average yearly 
oduction was $125,000,000. Thereafter it declined. During 
is period the production of silver remained stationary, but 
ter 1870, while the production of gold was decreasing, it 
ig^an to increase, so that during the period from 1880 to 1890 
e production of silver averaged $129,000,000 per annum. 
bout 1890, supplies of gold from South Africa and Alaska, 
gather with an increase in the production of the mines of 
alifornia, Colorado, and Australia, caused an increase to 
JO2,000,000 in 1896; $306,000,000 in 1899; $358,000,000 in 
)04; and $405,000,000 in 1906. During this period the pro- 
iiction of silver made little advance. 

Prices from 1492 to 1870 neflected the values of both gold 
nd silver. Spain experienced a rise in prices immediately 
iter the importation of the precious metals discovered in 
he new world. In spite of the fact that the exportation of 
:he precious metals from Spain was made a capital offense, 
:hey were nevertheless gradually distributed over Europe. 
3eneral prices were not affected, however, until about 1570, 
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alter wfatch thej rose rapidlj until the essd of the ITUi ceti* 
larj, when dier appear to hav^c been b etw e en SCO xad 30O 
per cent* higii^^ than in 1192. Tbeie was no £reat change 
to general prices dnrtng the l%^di centnry* but during the first 
lialf of the 19th century^ the aTerage pnsdnctioii decreasecf, 
causing prices to talL Between 1850 and ld70< prices rose 
abottt 30 per cent., becaose of the discoferiet of gold in 
California and Anscralia. When the ! Statiss and $?v* 

era! European conntrtes adopted the «; . _ . ..^dard after 1^, 
the additional demand for gold increased i^ rHxnt aod 
cansed prices to declme, so that in 1896 the price lere! vts 
00 per cent. lower than in 1-^70, ihos ^bowing that the pttr- 
chasing power of an oonce of gold bad donbled. Owisif to 
the increased supplv of gold from South Africa^ prices in 
1S96, particularly In Enrope, began to show on opwv^ 
lendeocy. The 19th century furnishes fotir periods sbowtag 
distinct movements In prices — falling prices frooi 1810 in 
ISoO and from 1870 to 18^, and rising prices from ISoO 
to 1870 and from 1896 to 1900. 
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MONOMETALISM AND BIMETAI^SM 

71* MonometaUstn is a monetary sjsteiti in which o£>^f 
one metal has the right of free coinage; blineialtsm nte^^^^ 
the free coinage of two metals at a fixed ratio* In t**^ 
United States, a dollar was originally de&ned as being eittv- ^ 
37L25 grains of pure silver or 24.75 grains of pure goi*^ 
and in England prior to 1816, when Parliament deBned 
pound sterling as being 113 graitis of pure gold, a pon^^ 
signified a certain amount of gold or a certain other amou:^* 
of silver. In fact, the world has had a larger experience :^ 
the use of the joint standard than an the use of the singl^B 
for it was not until after 1870 that the larger nations foIlowe^B 
England's lead in discarding the silver standard. 

7S. Claims or Bimetal Ists. — Bimetalists argue 
the value ratio of gold and silver will not fluctuate mate 
ally, for if the value of one should fall* the total moc 
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demand would be transferred to it, thereby raising its value, 
and causintj the value of the other metal to decline. In the 
United States in 1792, the **mint ratio'* was as 15 to 1, 
because the silver dollar was fifteen times as heavy as the 
gold dollar. If the value of silver had suddenly fallen, so 
that 15 ounces of silver would have been worth less than 
1 ounce of gold, men would naturally have sought to pay 
their debts in silver. Bimetalists hold that increased demand 
for silver for this purpose, and the falling oflE in the demand 
for gold would have caused the value of silver to rise and 
that of gold to fall, until the original ratio of 15 to 1 should 
once more have been established. 

73, Bimetalists hold that the free coinage of a metal 

into money, by introducing a new use for it, will undoubtedly 

increase the demand for the metal and so raise its value. It 

cannot be foreseen, however, whether the supply of that 

metal could ever be so increased that, notwithstanding the 

increased demand for it as money, its value will continue 

IdcIgw the mint ratio. Bimetalists claim, however, that at 

no time in the past has the supply of either gold or silver 

"increased with such rapidity that either could have taken the 

I)lace entirely of the other if universal bimetalism had 

X>revailed. 

74, It is claimed that the free coinage of silver with 
gold would yield a more stable standard of value, because 
it is not probable that both metals would simultaneously rise 
or fall in value to the same degree. If the discovery of 
new gold mines should increase the output of gold and tend 
to lower its value, the money demand, it is claimed, would 
be transferred from silver to gold, thus increasing the demand 
for gold and tending to raise its value. There. would not, 
therefore, be so great an increase in prices if the gold supply 
were increased as there would be under the same conditions 
if gold alone were used as the standard. 

75, If gold-and-silver bimetalism were successfully main- 
tained by a number of countries, it is held that the trade 
between gold-and-silver countries would increase and that 
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the expenses sod mcroeivemeiices at pivseat atfrarftig lac^ 
trade wodtd be greatlr redsicecL The rmtki bef tea tot^ 
and silver cbmses constantly, and if a baaiorsi man k ik^^ 
United States wishes to sell goods in sooe oooBtxy ^m. t^^ 
on a sHirer basis^ like China* fof instance, be mast §^m 
what sUTer will probablj be worth when pnymeot is 
for the soods. CapttaKsts do not cmtc to inv^e^ their i 
in a silTer-standard coaa^, because ilie pmymmatM 
tovestnients wfll be made in silTer whoee imhie 
may have greatlT decided* 

76* Rut to of Gold to 6llirer In Frmitee. — Prom 1SIe3 
to IS7S, fold and mtftt were fre^ coined in France it .^ 
mtio ol 1&5 to 1, and ^ae balnea of both mecaB ft i cti» t e> ^ 3 
bnt Kttie in tliat oonntiy* notwttstaadiiis the ?reat tncreiS'^ 
in the avpif ^ told doe to the ^sooecry of man j iseiaw^ 

77. Rntio of C^M to Silver Ia th^ United 8catt» « 
In 1792, the Coocivsa of ike United Scales authorrsed da^ 
free eolnase o€ eoM and aihpcr at a ntio of 15 to L It ea.^ 
^oon d iscover ed, h o w cr e r, thai ^old was worth more Uiaj^ 
ifknen times its we^hl in siNer. After IflOS. when ^^ 
Ptrench law atsthocned a coi fcat i e cm a basis of 1ol5 to I. gut c3 
was attracted 6tnn thn Uvled fftiarr to France moA to ti:i ^^ 

di« Coiled States cooM not ktep its new cold money ta cii 
la 1«SI. the comage law of 1^ Uniled States wai 
: tlie raoo It to I. Sai«r posmaed a ht^hn 
Tahie in Fnnor Ann in tihe UwUnd Smiesk and silr ei 
I m die old world. Tfae assempt of the 
was a fakSnre m both 

of liiMiUlim aa Fivcse* If the Uw of the 
Vmkmd SniMk they mgpt. iaii jpw i iiijd the same ntio tfasit 
ptviwtkd in Ftanoe^ Mmeca&imQsadi ha^iv he^i soece^fany , 
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ailed in most countries of the world. However, 
as imperfect bimetalism; for different countries were 
ng: gfold and silver at different ratios, and thus the 
>ns in which the money demand was weakest were 
in to be stripped of one or the other of these metals. 

L Decline of Bl metal Ism. — It seems to be gener- 
igreed that bimetalism has ceased to be a living issue. 
i:reat increase in the gold supply during the last 10 years 
even in the opinion of bimetalists, given the world 
gjh money, furthermore, practically all important com- 
ial nations have adopted the gold standard. 

m Countries That Have Adopted Gold Mono- 
Lllsm. — During the 19th century, the leading countries 
5 civilized world adopted gold monometalism: England, 

Portugal, 1854; Germany, 1871; United States, 1873; 
^atin Union (France, Belgium, Italy, Greece, Switzer- 

, 1874; Spain, 1874; Sweden, 1875; Norway, 1875; 
nark, 1875; and Holland, 1877. Within recent years, 

old standard has been established in Russia, and practi- 
, also, in Austria, although paper there is still at a slight 
imt. In 1893, India's mints were closed to silver, and 
99 the gold standard was adopted, the rupee becoming 
t money exchangeable for gold at the rate of 15 rupees 
pound sterling. 

Arguments in Favor of Gold Monometalism. 

isual arguments for gold monometalism are: It is as 
sary to have one standard of value as it is to have one 
ard of measurement or weight — two standards of value 
1 be as bad as two yardsticks. The experience of the 
has convinced the leading nations that the single stand- 
f gold is the best and most economical, and they have 
fore adopted it. Of all metals, gold is the best fitted 
rve as money, on account of its stability of value, its 
b>ility, etc. For 300 years or more the nations of 
pe tried to use both gold and silver jointly as stand- 
of value, and failed utterly to maintain their values 
constant ratio or to keep both metals in concurrent 
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82. Tli€ adopttoo ol tlie fold siittadsfd by ibe Ihitid 
Suce« and hf ibe leadsag eooomes of Eiarope 
and 19§0 was foDorwed by a period of fatlmc^ prkes. 
oer 'a Index Nmnber declines inm 127 in 1S72 to tt io IftL 
Titti fall of prices was claimed b^Uie fneads of gOter to be J 
injviriotia to fanners and atlier prodoeer^ of w^tht and lu 
caujie waft betd to be the sn^peniiioa of tbe free coinaf e of 
ailTer, The friends of silirer cootionallf advocated what 
tbey called the "reroonetucation of atlTer.** In 1877pCoii- 
grcM passed a free^oinage bill» bat t( was tetoed hf 
Prentdent Hayes. The Bland-AUIsoo Act of tXn 
Sherman Act of IHW were the prodncts of a compromtsel 
between tbe siWer men and tbe sopportera o( the golil 
itandard. The panic of 1893 left the indnstries of th§ 
coQDtff prostrate, so that the ears of the people were ttteo 
live to the arguments and alluring promiiiesof the fneadtofl 
sitver, A grcAt debate followed, which eatminated to the 
political campaign of 1896, the candidate of the sitter i 
being defeated. Since 18J>7, on accotmt of the ^reaton^ 
of srold, prices have been steadily rising, so that the silvcF 
question in the United States is no longer a live tsstie. It is 
worth while, Deverthelesi, to review the arguments employed 
in the agitation for the free coinage of silver in 1896, 

83, The advocates of the free coinage of sliver 
United Stiitcft employed all the arguments that were adf 
in favor of bimetalism. In weighing their argument, there^ 
fore, it wa« necessary first to consider whether or ciot 
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imetalism would probably result from the free coinage of 
liver in this country. For bimetalism at 16 to 1 to exist in 
le United States, an ounce of silver must exchange in the 
larkets for $1.29 gold. If it were worth any less, silver 
ould be the exclusive money of the country and prices 
^ould be silver prices, for the debtor would always use the 
leapest dollar available. 

84. While American experience does not prove the 
npracticability of bimetalism if adopted at a common ratio 
y the leading nations of the world, it does prove that this 
^untry alone has not been able to maintain an independent 
rbitrary ratio. An appeal to history, therefore, leads to the 
Dnclusion that the independent free coinage of silver in the 
United States would result in a change from the gold to the 
ilver standard. 

An examination of the conditions governing the demand 
)r and supply of the precious metals in the world leads to 
le same conclusion. The free coinage of silver would 
idoubtedly immediately bring to bear on silver a strong 
oney demand, and its value would increase; but at the 
•esent level of prices, not more than $1,400,000,000 in silver 
>uld be absorbed by this country, for there would be a dis- 
acement of barely that amount of gold. The present 
ilue of silver in gold is about $.65 per ounce. If the 
nited States should throw all of its gold on the markets 
: the world and become a bidder for $1,400,000,000 worth 
: silver, silver would undoubtedly rise in value while gold 
ould fall. In view, however, of the large output of silver 
iiring recent years and of the growing demand for gold 
iroughout the world for use as money, it is inconceivable 
lat the operation when completed would double the gold 
alue of silver. The friends of silver rely very much on 
ohn Locke's view, that the demand for money is equivalent 
3 the demand for all other things; that it is infinitely great, 
nd that would be sufficient to raise the value of silver to 
my ratio that the law may designate. If this were a sound 
new, no valid objection could be argued against the free 
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85. If.MsiMidlcf ttefrwcooMc^ofttNv^ 
▼aloe were aoe nind m tfe fatki oi 1€ Co I« tte ii^pfr oc 
nKiiiej would of iMc^nit| ia cfraig » ife Umted Stales nstd 
tbe p o nJmtn ig power olmdollnriad of ^1*25 frmtosolpvt 
liHcr wmdd be tlie saflKi. The «irpcai« ol free ooaaie 

m tibe sqp^f of iSvk- is tUi 
Ewoold cbesilTercoaieirogir 
tbtf asked, Tim co i tteiitk Mi icDores sonie fniwTiimHUl 
prtariples of poBtJeil c coaoBif . It is true that no brgt 
eoppif of ulwet is oo tbe icarfcet at p r eaeat prices, Int soy 
coosiderabie advKice in Its pfke woaM csBsa sSvcr m mcyve 
m tisis d&o c tio p {nnsi sH parts oC tbe world. Wheats for 
iastaaee* fiiigtit be quoted at f .76 m New York, and yet tbert 
arifht be little tor sale ai that prke. Ho wer e r , if a npai-^ 
able fifiD siioiild be^m lo bid $.90 for wbeat, cpiaiitiiiei U 
tbe eereal woviid be staned toward New York btm iB 
quarters of tbe globe. It c^n be shown exactly where nsach 
of tbis new lilTer woald cocoe from. Tbe ^ awnptio n diat 
the free coiiiae^ of silrer is pos^ble witboot depamtre bofta 
tbe gold lerel of prices necessarily ioTolTes a great adTuic^ 
in tbe ^aloe of stiver. A rise in tbe raloe of silver 
BCasi a fall of prices to all silver-standard oonntnes, and 
would be impossible wttbotsc aa exponatioo of silver 
IboM cofmcries; coasequently, the United States ooold not^ 
push op the vahie of silver tmless it stood ready to absofbiC 
large qtsantitiei Cram countries now using sBver as mooey^.^- 
Ad Ulostration of this point was furnished in 1880 by the fiow'Vi 
of Mexican silver to the Untied States. It is hinher c oo- * - 
tender] that tbe countries of Europe* which now use aboolV 
$1,000,000,000 worth of silver as credit mooey, would sen^-a 
none of their stiver to the United States. For instance, 
argued that a 5*franc piece in France, which buys good 
a par with gold at 15.5 to t^ could not profitably be ezporti 
lo the United States and exchanged for gold at 16 to 
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a ratio less favorable to silver. This argument overlooks 
the fact that all silver coins in Europe are credit money, and 
that the public financiers of Europe recognize the fact that 
paper will perform the service quite as satisfactorily as silver 
and more economically. Like the United States, European 
countries have more silver coins than the people care to use. 
The governments would undoubtedly be tempted to exchange 
some of this silver for gold if a high price were offered. 

86. The agitation for the free coinage of silver undoubt- 
edly had its origin in the fall of prices between 1870 and 1896. 
On the ground that this fall increased the burden of all 
debtor classes, the gold standard was condemned. Inasmuch 
as silver between 1873 and 1896 had not risen in value, but 
had fallen about 25 per cent, since 1873, it was urged that 
the silver standard would yield an era of rising prices, and 
that justice to the debtor classes would result from its adop- 
tion. This argument fails to take into account the natural 
effects of free coinage. It would in all probability cause a 
sudden lifting of the price level in the United States, and, 
consequently, a great disturbance in all business relations. 
Silver would have a new value as a result of the money 
lemand thrust on it; but after that new value had been once 
established, its future course would be problematic. In fact, 
ihere is no reason for supposing that prices on a silver basis 
(vould steadily rise. The value of silver is governed by 
causes similar to those which control the value of gold. 
There would be periods of rising and periods of falling 
prices, just as there have been under the gold standard. 
Furthermore, the whole argument based on the evil of falling 
prices is destroyed by the present large production of gold 
and the consequent rise of prices. 

87. In support of the free coinage of silver, it was urged 
that exports from the United States would be greatly increased 
as a result of the adoption of the silver standard. This 
argument rests on the assumption that silver prices and gold 
prices will not be the same, and, furthermore, that silver 
will continue to fall in value with respect to gold. It is 
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perfectly true that exports would be increased tetnporarilt 
by a change to the stiver i>taiid;irtl. So long as prices in the 
United States *itood tjciow the level of prices in other silver- 
standard countries, buyers would rush hilher with silver, and 
exports would grow at a marvelous pace; but this spurt in 
foreign trade would stop the moment the increased supply of 
silver had raised the prices in the United Stales to the levd 
of prices in other silver-standard countries, lo other words, 
this increase in trade would stop as soon as the value of 
coined silver in this country had dropped to the level of its 
value in other countries. Thereafter, the use of silver a<i 
money would give no ndvanlage in trade. The free coinage 
of silver » if it greatly enhanced the value of silver, wntil^ 
according to the arguments of the silver men themselves, 
produce a panic in all the countries usingf silver as monry, 
for it would Isring about a sudden fall of prices in those 
countries that would entirely upset the calculations of their 
business men. From such countries* at least during the 
depression thus caused, no increased demand for good^ 
from the United States could be expected » 
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FIAT MCINEY ' 

88. Flnt money is money, the supply of which is regit* 
lated artificially. The value of fiat money depends on the 
demand for and supply of money » and not at all on the value 
of the material of which it is matle. Fiat money may be 
made out of any kind of luaterial but its most common 
form in the past has been inconvertible paper money. 
Fiat money, however^ may be made of gold or silver. To 
illustrate, assume thai the mines of the wtjrld have put out 
an excessive supply of gold* In order to prevent too great 
an uplift in prices due to the immense output of gold, let 
Congress suspend the free coinage of gold. The gold coins 
in the United Slates would become fiat money, for no matter 
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ow great the supply of gold, the supply of coin would 
iDaiti stationary and be independent of the value of the 
[old contained in it» 

89. Depreciated credit money is the most common 

ind d£ fiat money. As a rulct credit money is just as good 

s money. If. however, the supply of this credit money 

Kceeds the demand, or if the people lose confidence in the 

suing bank or government, it depreciates in value. As 

lepreciated legal -tender credit money is worth less than the 
oney that it represents, debtors evidently will profit by its 
This money will get into circulation rapidly, and soon 
1 business will be transacted by means of it; it will become 
le standard of price and the basis of credit. Then, credit 
oney is no longer a promise to pay money, it is money itself, 

90. Greenbacks as Flat Money. — The greenbacks 

[ circulation from 1B62 to 1879 illustrate fiat money, 
uring the Civil War, owing to numerous losses in battle^ 
lorthem credit had greatly weakened. So much gold was 
thdrawn from the banks that the latter were obliged to sus- 
nd specie payment on January 1, 1862. The result was that 
lank Doles were about the only kind of money in circulation, 
s the government needed money and could not get it from 
he banks, a legal-tender act was passed by Congress. As a 
esuU of this act, about $400,000,000 worth of United States 
iotes were issued, payable to bearer and bearing no definite 
late of payment. These notes, although never worth their 
ace value in coin, became the money of the North. Practi- 
"cally all business in the North was done on a greenback 
basis. The Pacific Coast States continued to use gold. In 
■875, a law was passed providing for their redemption in 
gold, but not until 1879 did greenbacks reach a parity 
with gold. 

91. During the war period (1860-1865) there was a 
eady decrease in the value of greenbacks, due to the 
crease in their supply and to the fact that their payment 
as uncertain because the issue of the war was yet undecided. 
y 1865 the greenback prices of goods had risen over 
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Republic had confiscated. However^ as the supply of 
isi^nats was increased ♦ their value fell and prices rose to 
reat heights. They finally became worthless, 

94. Flat Money In Enprlaud. — Englend used fiat 
oney from 1797 to 1820, Wishing to prevent the export a- 
&n of gold, Parliament in 1797 ordered the Bank of Eng- 
d to suspend the redemption of its notes, and at the same 
me declared the notes full legal tender. Under this so-called 
Restriction Act/* the Bank issued such an excess of notes 
iat gold went to a premittm of 16 per cent, in 1810* The 

ink notes of this time were the only money in use in Eng- 
Dd. They were fiat money and were the real standard of 
ilue^ gold having a changeable price like other commodities, 

05* Flat Money In Austria. ^Austria was on a fiat- 
•ney basis from 1848 until 1894, In 1S48 the state bank 
spended specie payments » and from that time on the paper 
►rin was the money of Austria. A new monetary system 
^s adopted in 1892, the crown of 4.705 grains of pure gold 
ing made the monetary unit. 

96. Flat Money In Rus^slp, — Russia, after 100 years' 
tperience with inconvertible paper money, adopted the 
lid standard in 1B97, The new gold ruble contains only 

o- thirds as much gold as the old. By thus debasing the 
ble, it was possible to convert the paper rubles into gold 
Ibles without any change in the level of prices, 

97, Flat Money In India. — India had an interesting 
tperience with fiat money after 1893, when the free coinage 

silver was suspended, Immediatelyi the value of the 
ipee (a coin containing 165 grains of pure silver) became 
peater than that of the bullion contained in it. Silver 
!clined in value, but the rupee continued to rise. In 1899 
I gold standard was adopted* and the rupee rated at 
pence* Between 1893 and 1899 the rupee was fiat money. 

S8» Advocatt^ii All vantages of Flat Money, --Ad vo- 
tes of fiat, or inconvertible, paper money hold that it 
5>uld be better money than natural, or commodity, money, 
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ril>l CIARY. OR RK PRESENT ATITE, MOKEY 

HHh Crrtlit* or rr^profientattv^e, mofmrnr* ^ any 
pfoioifie to pay that n\\ the people of a coantry are wtUtng to 
in place of money- Credit money nhutild be noD- 
intereat beartfts: and payable on demand, and be mtied by i 
person or an institution in which all the people haine confi- 
dence. Credit money does not necessarily possess lotrindc 
value » for it may be manufactured from any material: m 
value is due to the value of the money it represents. Credit 
* mooey is popularly classed as money, but in reality Is a 

Pmcrc promii^e to pay standard money. Fiat money gets its 
value altogether from its posftession of ttioney utilities^ from 
the supply and demand of money* Credit money has only 
a reflected value, varying with that of the money it promises 
^ to pay. 

H 101. Lake all forms of credit, credit money tends to 
H^ lessen the demand for money by increaiiing its efficiency. 
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Because credit money is universally accepted as a medium 
of exchange in a community, an increase in its supply with- 
out a corresponding increase in the demand for money will 
tend to lessen the purchasing power of money and cause 
prices to rise. 

102. Where several countries are using the same money 
standard, any increase in the amount of credit money in one 
of these countries will tend to make prices rise in all; for 
the introduction of a large amount of credit money will 
render the money in the country more efficient, and so large 
an amount of the standard money will not be required for 
carrying on the same amount of business. Hence, standard 
money will be exported to the other countries, whose prices 
thereupon rise because of the increased supply. 

103. Convertible credit money, which is always 
exchangeable for standard money, will not depreciate by an 
amount exceeding the expense of redemption. An issue by 
the government of a large amount of such credit money 
would tend to raise prices, which tendency would be imme- 
diately checked by the desire of the people at large to obtain 
the gold that the credit money represents. 

If convertible credit money is declared by the govern- 
ment to be legal tender, larger quantities of it may be kept 
in circulation than when it is not legal tender, for it may 
then be used to serve as a banking reserve. 

104. Uses of Credit Money. — Credit money not only 
economizes the use of money, but it may make the supply 
of currency elastic. A credit system that does not provide 
for the issue of more credit money when it is needed and for 
its automatic withdrawal from circulation when the extraor- 
dinary need is over, is seriously defective. The element 
of elasticity in the supply of currency is important, because 
an excess or scarcity of cash abnormally affects price and 
the rate of interest, and because the supply of gold itself 
cannot be increased or diminished except slowly and after 
business interests have suffered. If the United States needs 
more cash under the present system, it must import gold. 
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This is not a consdous process, but is accomplished by the 
gradual lowering of prices here, which attracts pufcbase) 
from abroad, and the raising of the rate of interest, whicH 
will attract io vestments. Every autumn the South and the 
West clamor for cash for use in harvesting crops- Checks 
and drafts will not serve the purpose? payments must be irm 
hand-to-hand currency. So, every year, millions of dollar^-- 
are sent from New York into the country. Discounts ris^s 
in New York, prices weaken, and gold must be imported ^^ 
In the winter, the special need ior currency is past aac^S 
currency is shtp^^ed back to New York. This finally leatl^^ 
to the exportation of ^old. These fluctuations of priccE^^ 
and interest rates mean positive loss to the country as 
whole, and are unheard of in countries like Canada ani 
France, where elastic systems of credit money have heei 
devised. 




105. Issue of Credit Mouthy. — ^At the present ttmc,^, 

credit money is issued only by governments or by hanks 

Government credit money is issued not because of the need 
for currency on the part of the people, but usually because 
the government is in need of funds. The governmen»- 
really borrows from the people when it issues demand noie^s: 
for use as money. Government credit money is inelastic 
because its quantity cannot be varied to meet changes in th»^ 
demand for currency, The United States is now the onl 
nation that maintains a gold reserve for the redemption i 
credit money. In all other countries, credit money, whe 
redeemed at alU is redeemed by banking institutions mo^ 
or less directed by the government. These banking ins^^ -^ 
tuiions are able to attract gold by raising their rate of dm ^s 
count, and to discourage the export of gold by raising tin.* 
interest rate. Another important danger in the issue <:>! 
government credit money is that the people are liable 
Insist on its issue beyond the bounds of safely; they do »"* o| 
understand the effect of its issue on the value of money, ^i. 
favor its issue rather than the imposition of higher la3C 
and the issue of interest-bearing bonds. 
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}6t Credit money may be made to serve its true pur- 
on]/ so long as the people have confidence in the 
srnmeot* France with its 5-franc piece and the United 
5S with its silver dollar have demonstrated that govern- 
r credit money may be kept at par with gold, even 
gh it is not legally redeemable. This credit money has 
depreciated, partly because the goveminents of these 
tries have made it legal tender, thereby iocreasitig its 
of usefulness, and partly because the people have 
icit faith in the ability and willingness of their govern- 
:s to keep such credit money at par with gold. Again, 
credit money is in small denominations and is needed 
le people as hand-to-hand currency* 

!I7« A bank's liabilities consist of its notes and its 
>sits. Both are redeemable on demand. The chief 
irences are: (1) The deposits, giving rise to checks 
drafts, are credit of limited acceptability, having a nar- 
clrculation, and are short-lived; while the notes are 
it of general acceptability and have a broader and longer 
jlation* (2) The deposit is a debt to a specified person 
I of his own volition, has entrusted the bank with his 
ley; while the note is a debt to the bearer thereof, who 
know nothing whatever about the issuing bank* 
Checks and drafts require indorsement by the payee 
re they may be passed on, thus involving personal as 
as bank credit; bank notes are purely bank credit and 
Ire no indorsement. Because of these differences, 
s as a rule are restricted by the government in the 
\ of their notes, 

PS^ Katlonal Bnnk^Kote System*— The national 
keynote s^'stem was the result of the financial needs of 
irountry during^ the Civil War. This system was estab- 
€3 for the purpose of creating a market for government 
!s. According to this system, national banks may issue 
s only to the extent of the amount of government bonds 
sited, So far as secunty is concerned, these notes are 
gTiarded, but they lack elasticity, that is, their supply 
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does not automatically adjust itself to the demand* The 
demand for currency in the United States is about $150,- 
000,000 larger In the autumn than in the summer, due to the 
payments involved in harvesting crops. Vet national banks 
cannot increase their issue of bank notes to meet ibis need 
unless they likewise increase their deposit of govemmeRt 
bonds. If the bonds are selling at a premium at this lime, ^ 
bank wishing to increase Its note issue woutd be forced ta 
assume the risk of having to sell these bonds at a discount 
after the period of monetary stringency had passed. 

109. Bank-of- England Notes. — Notes on the Bank of 

England can be issued only on the deposit of an aniaunt of 
gold equal to the face value of the notes issued. They arc 
practically gold certificates* In England, as in the Untied 
States, elasticity has been sacrificed for the sake of security 
and convertibility. The Bank of England can regulate 
supply of money only by raising or lowering its rate of dii 
count. The act of 1844 requiring the deposit of gold against 
notes has been suspended three times during panics « and the 
Bank of England permitted to issue notes freely» In each 
case, this method has served to improve the situation. 

110. Baiik*of-FrttiTC© Note^. — The privilege of noi 
issue in France belongs solely to the Bank of France. Th( 
notes are legal tender estcept In payments by the bank. They 
may be issued to the extent of 4,()0Oj0tKl,OtJO francs without 
the deposit of either gold or bonds. The Bank of France 
regulates the money supply of that country by increasing 
decreasing its issue of notes according to the demands 
the community. It was partly due to this freedom of note 
issue that France was enabled to pay Germany the w 
indemnity of 5,OnO,000,tK)0 francs. To this also may 
traced the fact that France does not suffer from a fluctuatin 
rate of interest nor from the evil effects of panics to so great 
an extent as do England and the United States, 

111. CaDadfan Bank Notes.— According to the Can 
dian banking system* the issue of notes is limited to 
amount of paid-in capital, and no cash reserve Is prescribed 
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by law for either note or deposit liabilities. The notes are 
secured in three ways: (1) They have first lien on the assets; 
(2) stockholders are jointly and severally liable; and (3) a 
redemption, or safety, fund equal to 5 per cent, of the note 
circulation is maintained. The notes are kept on a par with 
gold, because there are redemption agencies in each province 
to which the notes of any bank may be sent to be redeemed 
in gold. No Canadian bank, as a rule, ever has as many 
notes in circulation as the law permits it to issue, for other 
banks are constantly sending its notes home for redemption. 
Thus, a Canadian bank is always in a position to increase its 
note issue to meet the demand for currency. 



CURRENCY IN THE UNITED STATES 

112. The monetary history of the United States may be 
divided into five periods: (1) The period of bimetalism with 
gold undervalued at the mint; (2) the period of bimetalism 
with silver undervalued; (3) the greenback period; (4) the 
period of the limping standard; and (5) the period of the 
positive gold standard. 

1 13. First Bimetallic Period, 1792-1834.— In 1792, 
the dollar was adopted as the monetary unit; it was to con- 
sist of either 371.25 grains of pure silver or 24.75 grains of 
pure gold. This was bimetalism at a ratio of 15 to 1. It 
was soon discovered that gold had been undervalued in the 
law and that gold coins would not remain in circulation. 
The gold coins flowed over to France, where they were 
valued at a higher rate. Then, too, very few silver coins 
were in circulation. Traders had found that our new silver 
dollar passed by count in the East and in South America as the 
equal of a Spanish dollar, though the latter contained about 
7 grains more silver than ours. This served to draw our 
dollars toward foreign countries. Thus, it happened that 
the American people were forced to use foreign coins almost 
exclusively. The inconvenience resulting from the hetero- 
geneous character of the currency would have been much 
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Ctmter than it was but for the operattoti of thm Celted Sluc < 
bank, chartered b^ Congress In 1791. which ssTed tiie mm- 
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therefore, was only about 3 per cent. The monetary system 
established by the legislation of 1834-1837 continued in force 
until 1861, gold throughout this period being the real stand- 
ard of prices. Silver dollars and smaller silver coins were 
coined to some extent, but most of them were melted or 
exported, because they were worth more as bullion than as 
money. By the act of 1853, the amount of metal in all frac- 
tional silver coins was reduced about 7i per cent. The law 
also provided that these coins should be minted only on 
government account, freedom of coinage being thus sus- 
pended, and that they should be legal tender for not more 
than $6. As small silver coins thereafter possessed a value 
as money in excess of their value as bullion, it was unprofit- 
able to melt or export them. The fractional silver in use at 
present is of the weight and fineness provided by the act 
of 1853. Prior to 1853, subsidiary silver coins were standard 
money; since that date they have been mere fiduciary, or 
token, money. As a result of the act of 1853, the United 
States, for the first time in its history, was supplied with an 
abundance of small silver coins of its own minting. Accord- 
ingly* in 1857, Congress repealed all laws giving a legal-tender 
quality to foreign silver coins. In 1873, a law was passed 
making all silver coins legal tender to the amount of only $5, 
and declaring the monetary unit to be the gold dollar of 
23.22 grains fine. The free coinage of the silver dollar 
was suspended. 

115. The liimplngr Standard. — In 1878, the Bland- 
Allison Act provided for the monthly purchase of between 
$2,000,000 and $4,000,000 worth of silver bullion and its 
coinage into dollars of 4121 grains standard. These dollars 
were called standard silver dollars and were declared legal 
tender for all debts. The law remained in force until July 14, 
1890, the total coinage of silver dollars being $378,000,000. 
For the first time in the history of the United States there 
was an abundance of silver dollars in circulation. The Bland- 
Allison silver dollar was neither standard money nor credit 
money; it occupied about the same position in the currency 
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system of this conntry as the ropee did io India after 1896~ 

it was fiat money and would hare depreciated with eaoess of 

supply. Inasmudi as the law made this sthner dollar kfil 

tesiier. people had the risht to expect that the 

would keep it on a par with goUL As the 

then was neither bimetallic nor moDometalliCp it was said to 

be on a '"limpincr standard.*' The act ci 1878 £ukd to 

accomplish any of the purposes desired by the friends of 1^ 

silver, for it did not uKiease the money supply, had little M±t. 

effect on the ralue of silver, and did not cteck die fdl of I r^ 



prices. Every silver dollar put into dradation after 1878 I 
merely took the place that would have been filled bf a gold ■ v 
dollar had no stiver dollars been coined. ■ _ 

The coinage of the Bland-ADison doDan wns becna at a ■ srr 
time when the need for c ur rency was g r eatly increasing, lo I sffe 
the evils iMredacted by its o p pon ent s did not materiaSK. 1^0 
The year 1^79 marked the beginning €i a period of greit M^ 
industrial activity. During the next 11 years, SOljOOO nules m^ 
of new railroad doubled the coontiy^s nnleace- In ofder to 
bring the use of silver certificates into gcncnl favor, Coo^ 
gTie>> rT?Y:de%: for :he:r :>*-e bi ^:r^ dezominations. Thes^* 
c^rt:":.\i:e> ire ^rvnifrs :: pay scZrer czZIars. The act c:^ 
!>"> vr.v-.vie-i ::r :hr yrr.ri« :: it leift 12.000.000 wortT' -^ 
v^f >::ver ,\ rr 'r:b. A> zzt -t,^^ r: silver was jcss thanfl.! 
Ar. v^v"w>?. n::re :h2.~ 'Z .» >. .*.K ^:lTr^ collars were come 
r.v •::?:>■. The :::j.: :•:>': .: ttt y.\T*z bcllioc bought wa -^^* 
f ^ < •> Vv- JLTi :: -T^Lf : -ci :*:. «5r?.*>[».000. ThP» -^=3C 
v-::^^:r'^v-.' .\^r~rr.r:T ::"\-i >r:i-n?rx2e* represents n^ -^^^ 
vT^ r: :.^ :he ^. v--rr.--r: .- ". ir rros^r cblf^ation to kccBT '^^^ 
!V.r>r .-v \.r> j.: i - i.- -. v. ^ . ": -r^: i> it does the gTeeoK::^: -n- 
V.A> :-v >.*.vv - — --=Trr :r '±^ year 1S90, as estl- :»t^ 
v. .;:c\'. :% ::-. >;;--:i.-y .: i*e Trvi^rrj- wi^ as follows: 
o \: - • > vt :: T l«^XK)OXW0 

> - - 35?«.000.000 

S. : X . . V > t' 76.000.000 

N , : V -> 1^.000.000 
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Of the gold, $177,000,000 belonged to the treasury, and 
was known as free gold to distinguish it from the gold that 
had been deposited in the treasury against the issue of gold 
certificates. This free gold was known as the j^oid reserve 
for liie redemption of greenbacks. No law prescribed a 
fBiQitnum below which this reserve must not falU but custom 
had fixed the figure at $100,000,000. The only Jaw in any 
m-^ay referring to the matter was passed in 1882; it directed 
the secretary to suspend the issue of gold certificates when 
the free-gold reserve in the treasury fell below $100j000»000» 
Gold certificates, the issue of which was authorized by Con- 
gress, were convenient representatives of gold; bankers 
liked them» for they could be more easily counted in the 
reserves than coin, A suspension of the issue of gold 
certificates, it was hoped* would lead to larger use of green- 
backs by bankers; the greenbacks then would not be taken 
to the treasury for redemption. Of the 386,000,000 silver 
dollars, B78,000,000 had been coined out of silver bought 
:aoder the act of 1S7S. They were not redeemable in gold* 
Xhe law declared them standard dollars. The national bank 
aotes were redeemable in lawful money* They were secured 
t>y government bonds deposited in the treasury, 

116- Sherman Act of 1890. — The Sherman Act pro- 

wided for the purchase of 4,500,000 ounces of silver per 

cnonth, to be paid for by an issue of new treasury notes, 

-which were to be legal tender and redeemable in gold. 

Should the price of silver rise to $1.29 per ounce, such purchase 

"was to be discontinued. The silver bullion became a reserve 

for the security of these notes. The notes were redeemable 

on demand in either gold or silver, the option being with the 

Secretary of the Treasury. The two metals were to be 

kept on a parity. This '^parity clatise** recognized silver 

money as government credit money. The act failed to raise 

the price of silver or to increase the supply of currency as 

was expected. The money was issued without being needed, 

for it crowded out an equal amount of gold, which had to be 

exported. Soon the gold reserve was so far depleted as to 
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were sfiven authority to issue circulative notes equal to the 
par value of the bonds deposited. 

118. Law in Resrard to Makingr Deposits. — In 1907, 
Congress passed a law permitting: the Secretary of the 
Treasury to deposit customs receipts in the national banks. 
Prior to this year, the secretary had authority to deposit in 
banks only the money received from internal-revenue taxes. 
This chang^e in the law was made in order that the secretary 
mig:ht be able to relieve the money market in times of 
stringency. It is expected that in the fall, when currency is 
needed in the South and the West, the secretary will increase 
his deposits in banks, thus preventing the withdrawal of 
currency from the Eastern cities. 
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BRIEF DESCRIPTION OP CANADA 

1. Geoiorrapliieal Position. — The Dominion of Canada 
lies north of the United States and extends from the Atlantic 
to the Pacific and from the 49th degree of north latitude to 
the Arctic Circle. It is one of the largest countries in the 
world, and includes the Provinces of Ontario, Quebec, Nova 
Scotia, New Brunswick, British Columbia, Manitoba, Prince 
Edward Island, the Northwest Territories, and the Yukon 
District, with an area of 3,653,946 square miles. Newfound- 
land is a British possession but is not part of the Dominion. 

Although Canada is one of the colonies of the British 
Empire, the Canadians govern themselves and make their 
own laws. The only relation to the mother country in the 
matter of government is maintained through the Governor- 
General, who is appointed by the King. 

2. Population. — The growth in population has not kept 
pace with that of the United States and some other countries, 
but the advantages Canada offers are now beginning to be 
appreciated and large numbers of settlers are being attracted 
each year. 

Table I shows the population and growth of the country 
by provinces, as given by the census taken each 10 years, 
beginning with 1871. 

CoPyri£hUd by International Textbook Company. Entered at Stationers' Hall, London 

128 




Onurio . . . 
Qoebec , . . * , 
Nawm Sootis . . 

New Bnmswick . 

Hjuiitoba ^ . . «. 



i,t$t.5i^. i>H9*M7 • ^ t ffjTM i*M^ 



TocftI 



jMi7 






Ui3S«K4 4.S74^i« 4JKj3.3rji Sa7tat| 




of 



C JOOKSi s^T be sbue to p g ui^' . r 

C Jiisaid& 5$ laoc ^ p es a o e si on ^rrgi^nge akae, bm is also 
rk^ is grmegmlsL CosL s^*i«r. cx^pper. iroB. and sold have 
bees tcw^ 2 Isrse i^iAfii^V^ Jkt Cape Bretoo, dme are 
esK^mKXQ^ oe^^ts oc coal. »3ac^ sot osir faratsh Canada 
mi^ rzi^L bs: frocn m al A ^\\m^jt^ are asaide to EnelaDd, 
^«^ Utuiij^c S£i2«3i. lad «i5e«ier^ Isiportaat deposi t s of 
^,^ iaiTe ju^^ be«s ^caEBC mi ^xaer pomts. Tlic great 
^cct^s:^ cv: i^ IVgsr^arkrg isir- xjso q«iigAitwted largely 
Tc-V4krc Cjmadn's w^jl^^ ^mtiiier bHrr^ one frf tiie prind- 
pjC r:j5vct$^ A ?grjC> Tv^ct^cn re :3e p L^wiati oa has beoi 
t*3;i^s2t*i tec UiiTT T^f^r^ 3£ nse :^5aK!nes. and skqanents of 
%^,x^ jm£ ^cber fs:;^ Jtr? ^jfc5e tj^ jlI r^rs ^ die world. 

F,^! i^ i.^r^ n^s?? ^^r? wi£> T-fTx .n— le n;tiimfMt ming ca^ 
"'-n^,' ,\r tt. ^i»? iXsijr.^^.'^ ?vs: iriT' :!: ^ i3e^ jass XI ipeairs, great 
T^^.^'-r^^ iijK> ^^?*^x Trvjios* ^ rr*^: cr^-naai^ At &e prindpal 
.>rii5:?eK ^ii«^ jcir 4«r5^ cv-^cror TKilis^ sa^^c iri ii f lir s, inm 



§28 CANADIAN BANKING 3 

and steel works, etc.; and while Canada imports large 
amounts of manufactured goods from the United States, it 
is becoming more and more independent each year. It also 
derives many advantages from its proximity to the United 
States, as there is a constant intercourse between the two 
countries. 

HISTORY OF BANKING IN CANADA 

4. Origrin of Banking System. — The basic principles 
of the Canadian banking system are taken from the Scotch, 
to which fact its stability and integrity is largely due. It 
will, therefore, be interesting to trace its history from the 
beginning and to note the points of likeness and of differ- 
ence between the two systems. The first bank to do busi- 
ness in Scotland obtained its charter under the authority of 
an act of the Scotch Parliament of July 17, 1695, and took 
the name of the Bank of Scotland. This charter was some- 
what similar to that of the Bank of England, and gave to the 
bank the exclusive banking privilege in Scotland for 21 years. 
There was considerable opposition to this monopoly, how- 
ever, and the Bank of Scotland found it difficult to protect 
its sole right. At first, no public deposits were received, 
but notes were issued. In December, 1704, the bank sus- 
pended specie payments. A method was then devised by 
which the notes bore interest until they were paid, this 
having the effect of keeping them at par. This plan is fol- 
lowed in Canada in the case of failed banks with notes out- 
standing. The Royal Bank of Scotland opened for business 
on December 8, 1727; the British Linen Company Bank, in 
1746. These three are the principal banks in Scotland today. 
In 1774, the Bank of Scotland increased its capital and began 
the policy of establishing branches, and today branches of 
the parent banks may be found in almost every hamlet in 
that country. 

5. There were three causes that led to the founding of 
joint-stock banking companies: (1) The lack of a circulating 
medium that could be used as legal tender for the payment 
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of all debts, demands, etc; (2) the fact that capitalists saw , 

the probability of profit as a result of establi*ihinf sucliH 
banks; (3) the fact that the legislature saw that by granimg ™ 
reasonable ri£:hts to these cumpanies. commerce and the 
industrial arts would be greatly encouraged . 

The Scotch system, as in use in a land of comparativelj ' 
small area, has been modified to meet the needs of a vagt 
and. in some portions, a sparsely settled country. Sndi 
changes as have been made are the result of years of varieti ^ 
experience and have had the approval of leading bankers* fl 

6« The following is a summary of the likenesses and 
differences of the banking systems of Canada and Scotlind: 

LtKENSa^CS 

Security, convertibility, and elasticity of the currency 

Little opportunity for frauds^ in currency 

Collection of capital and its utilizsition m enterprise 

Stimulation of confidence in th^ customers 

Vast credit 

Facilitation of domestic and foreign cotnnjerce 

Large capital 

Operation of the branch system 

DtPFHRBNCES 

Has large number of banks. 

Competition is varied and in- 
tense between the old banks; is 
possible to form new bank^. 

Limitations of note issue are 
economic. 

Overdrawing ol accounts is 
discouraged. 

Expanding of bank*note liisue 
is easy and rapid. 



Scofrh 
Has small number of banki, 

Ba n k s al read y i ea isten ce li a v« J 
a monopoiy; is difificult to sti 
new banks. 

Limitations of note issuif are 
statutory. 

"Cash credit" is freely ^mn,\ 

Periodical expansion of bank- 
note issue is costly and iQCOiit 
venient. 



7. First Caniiatnii UanUm* — The actual establtshtiiiip 
o! banking took place in Montreal, October 18, 1792, when a.J 
stock concern to be called the Caoadfan Banking CompanyJ 
declared its intention and desire to incorporate under thel 
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>ominioii laws. This effort proved a failure, as did several 
Dthers that followed. In 1817, the business of banking took 
a permanent foothold, at which time the Bank of Montreal 
began as an unchartered institution with a stock issue limited 
to £250,000. In 1818, the Bank of Quebec and the Bank of 
Canada entered the field; these banks and the Bank of Mon- 
treal received charters in 1S2L The latter bank has always 
been successful and it stands today not only as the pioneer, 
but as one of the stronE:est banks in existence. Agencies 
Were soon established, the first of any importance being one 
in Kingston, in Upper Canada, and one in New York, thus 
inaugurating the branch*bank system that is characteristic of 
the Canadian banking business. 



8# Characterlstlos of Early BankSnpr SjfMoin, — A 

Striking feature of the first banks was the extreme simplicity 

If their governmental laws, but this must be counted as a 

fault rather than a virtue, for it allowed laxity in methods 

of administration. Shareholders were liable for an amount 

^qual only to that of their subscriptions. The limit as to 

juantity of note issue was exceedingly indefinite. There 

Itras no prohibition of loans of the capital of a bank to its 

lirectors; and no enforcement of such prohibitions or restric- 

ions as had already been formulated. Several beneficial 

fluences, however, have been constantly at work bringing 

ibout more and more efficiency and a greater facility for 

bing business. From the first, legislation was not, as is so 

ften the case* affected by partisan or sectional feeling; what 

as done was for the greatest good of all concerned. Again, 

boTTipetitton was and is free and open, and by its peculiar 

action has exposed weak and careless management wherever 

existing, thus giving opportunity to correct and modify the 

plan of administration. Still another good influence is the 

criticisms made by bankers of what they consider poor 

iiethods in other banks. Although at times such criticisms 

lave been trenchant and severe, they have brought about 

food results and made those in authority more watchful of 

heir duties. 
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regfularly organized, when they may be elected permanently 
by the stockholders. The provisional directors may, after 
public notice, open at the place where the chief office is to 
be located, and elsewhere if deemed advisable, stock books 
to receive subscriptions, these stock books to be kept open 
as long as they think necessary. 

As soon as bona-fide subscriptions for a sum of not less 
than $500,000 of the capital stock of the bank have been 
received and a sum of not less than $250,000 thereof has 
been turned over to the Minister of Finance and Receiver- 
General, the provisional directors may, by publishing a 
notice for at least 4 weeks, call a meeting of the subscribers 
to the stock, to be held at the town or city named as the 
chief place of business of the bank, and at such time and 
place as is set forth in the notice. At this meeting, the 
subscribers determine the day on which the annual general 
meeting of the bank is to be held, and elect not less than 
five nor more than ten directors duly qualified under the 
Act. These directors are to hold office until the annual 
g:eneral meeting in the next year succeeding their election, 
and the functions of the provisional directors cease on their 
assuming office. 

10. After these steps have been taken, it is necessary to 
apply to the Treasury Board for a certificate permitting the 
bank to open for business. The functions of the Treasury 
Board are analogous to those of the Comptroller of the 
Currency of the United States. That board requires satis- 
factory evidence, by affidavit or otherwise, that all the 
requirements of the Bank Act and of the special act of incor- 
poration of the bank as to the payment required to be made 
to the Minister of Finance and Receiver-General, the election 
of directors, deposit of security for note issue, etc., have 
been complied with, and that the sum so paid is then held 
by the Minister of Finance and Receiver-General. No certi- 
ficate will be given after 1 year from the passing of the act 
of incorporation; and in case application for the certificate is 
not made within that time, all privileges conferred by the 
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act are (orfeiied. On the issue of the certificate, the M'mmtt 
dI Finance and Receiver-General retamB to tiie bank t^ 
amotinl depustted under (he provisiotts of toecffpotmliaii, Sesi 
$&,000 required as sectiritf for note issae. This s*iia is 
retained ttntil the aimoa! adjustment takes ptaee at the cad 
of the year^ wbeo a ftuther stim most be paid to the titmmj 
to make the amount equal to 5 |ief cenL of the af^^igt 
araonnt of tts notes in cinmlatiao dtsrlo^ the fear* wkieb 
som shall be adjusted anonally* The charter harlnc beta 
2imDted» the bank opens for btismess. Bank diartefi lie 
reoewed eTery 10 fears. 

1q case iio cenificate is isstsed by the Treasnrf Board 
irithiii the tsme limit* the aisotml depoeitad Is retamed to 
the person depositing it^ but in tto case is the Mtaister ol 
Fioaiice and Receiirer^jeneral tmder any obUgatioa to see 
lo Ike proper appHcattois or rcdisinbotion of the tame. 

It sometimes happens that the neoeasanr atnoont of slock 
has not beeo stihscrtbed within the year, to audi m casct 
aa esteKxm of tnae is applied for, and if tiioosbt advisable 
by the Treassnr I>epartmeat, is framed. 

It has been aaid thai rsnadfin basks have a nxwopoty. 
but It tt not dt&nlt to obtafai tbe conaeat ol the Treasury 
Boasd for the openbtc of a iketr baak^ proTided it can be 
Aovn that the parties vtiMiiC to orcanm the msdtatioa 
are aMA of ipood ciiaractcr and Bkdy to carry oat the p comf 
iMs oade, and ti^i ike stock ban been inHy 



1 1 « Tbe ^baiehnHwa ol the hank may, besides 
the date of tiie annnal c^aenl meecittc «id ^eccini^ directors 
as already aacntlo o ed , pass h y 4 ans r eg nisric g the foUowloK 
mailers: q oalifa i ti o o oi db^cton; mctfcod of filling^ vn^n* 
cies in the bomd; dale lor election nf diitilnw i; renranera* 
tion of directors amoont of loans oriHiiMiaMHi to be e<^mted 
to directors* cnsMmefm^ or oitesi: the iiiimlirog of ^itar- 
antee and petuloo faads; aad Ike rwmowm^ of directors^ 
To <|na]ify« a da i cio e sail knli paldap saock as follows: 
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When paid-up capital is $1,000,000, $3,000 paid-up stock; 
when paid-up capital exceeds $1,000,000 but does not exceed 
$3,000,000, $4,000 paid-up stock; when paid-up capital is 
$3,000,000, $5,000 paid-up stock. 

Every shareholder shall, on all occasions when share- 
holders' votes are taken, have one vote for each share held 
by him for at least 30 days before the meeting and a simple 
majority of the shares present or represented by proxy is 
sufficient to carry. No person is permitted to vote or act 
as proxy unless he is a shareholder; and no manager, 
cashier, or clerk, or other subordinate officer of the bank 
shall vote in person or by proxy. 

The directors, who are generally located at the main 
office, elect a president and a vice-president from among 
themselves. They may also appoint directors for any 
branch of the bank. 

The shares of a bank are transferable and for that purpose 
transfer books are kept at the head office and sometimes also 
at a branch. The transfer of these shares is governed by 
such regulations as the directors may prescribe. 

No dividend or bonus exceeding 8 per cent, per annum 
shall be made unless after making the same the bank has a 
reserve fund equal to at least 30 per cent, of its paid-up 
capital and all bad and doubtful debts shall be deducted 
before the amount of such reserve is calculated. 

Full monthly returns shall be made to the Treasury 
Department showing the general balance sheet, and shall 
be signed by the president or vice-president, and by the 
general manager or cashier. 



POWERS 

12. A bank may open branches, agencies, and offices, 
and may engage in and carry on business as a dealer in gold 
and silver coin and bullion, and may deal in, discount, and 
lend money and make advances on the security of, and may 
take as collateral security for any loan made by it, bills of 
exchange^ promissory notes, and other negotiable securities. 
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or the stock* bonds, debentures, and obKc^tloas erf lOBiuclpt! 
md other corporatioos whether secttred bj sKxtea^^or cnher- 
wise, or Dominion, Provincial, British, famz^ *rf otte 
public secunttes, and it mar engage to and csirrj od sadj 
business geoeraUf as a; - to the bo^totsm oi faaaUi^ 

but. It shall not, eithc: ^.._..t or tadifecdf^« deal in lit 
buying or selling, or bartering of goods, wares, and laercino- 
dtse, or engage ur be engaged in aajr tiada or bonesi 
whatsoever; and it shall not, cither dsreetlr or todb^etlf, 
purchase* or deal in« or leod money* or make a dvances oo 
the securitv or |>ledge of any shar^ of its own capi^ stod, 
or of the capital stock of any bank. 

A bank tnaf * onder certain coadltioaa* as laid down in tbe 
Bank Act, ietid mooe^r oo the aecnritf of i mleiica Jeot wi^^ 
bouse receipts; bills of ladint; ^stgnraents of goods ia « 
firm's own warcho«»e; standing timber and Citnt)er Ikense^J 
and on vessels, Tbm 6r$l torn s cuMliic» kave to be talcal 
when a loan is made, the fifth iiia^r he taken tlieo or after. 

A bank may, under certain co oditi otss as laid down in tbe 
Bank Act, take aecority msder oitacr sectioiis Ou the ior^ 
foint on rem), penanil, immo rti M e, or liioirmbfe p i of j aty aa 
additioaai collateral seosity for debts iPOKxed in m Imvqu 



xcm: isscB 

18» Each hafik has ^te pmileve of tasBhic^ notes Ml 

the iecuritf of Ae M>ie ^tMtsr was not greater than that id 
the depfiffifnr* fant as han^ dhvitts ^ie renewed every 
10 yean by net of Bvfi|Bat. tihere have fa^si dianges in 
diss rmpoc^ bi ISan, die notes isaed bj a hmk were mad^ 
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fradftfi|nrcnni.ofi 
bears S pec cent, iatev 

wIMn 40 Aiyiu Koiea of i 

faMSTiftft imoflBi date of i 

rioiadmja. Al] 
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^without regard to the amount contributed by the lusotvetit 
bank. In case the payments exceed the amount contributed 
by the insolvent bank lo the fund and all interest due by the 
Treasury on such contributions, the other banks make good 
to the fund the amount of such excess pro rata, to the amount 
of I per cent, of the average amount of its notes in circula- 
tion in any 1 year, but no bank is called on to contribute 
more than 1 per cent. 

Notes are not issued for less than $5 nor for any sum not 
a multiple of it; they are payable to bearer on demand. 
Banks were formerly allowed to issue notes for $1 and 
upwards; but since 1871, only the Dominion Government can 
Issue notes of denominations less than $5. As such notes 
are likely to remain in circulation for a much longer period 
than those of larger denominations, this legislation was 
Jpurely in the interest of the Dominion Government. 

The Canadian system of note issue differs materially from 
that of the United States, where banks are required to deposit 
government bonds with the government, and where until 
recently no banks could issue notes above 90 percent, of the 
par value of the bonds. In Canada, each bank has charge 
f>f its own notes, and the government has nothing to do with 
their issue, except in a supervisory capacity* The bank has 
an engraver make a design under its supervision, and the 
fiotes are printed on paper furnished by the engraving com- 
bany. For many years, notes were engraved in the United 
Btates, but since a branch of a large bank-note company was 
established at Ottawa the greater part of the notes have been 
printed at the latter place. With the signature of one officer 
printed on the notes, they are forwarded, usually, to the 
main office of the bank, and from there they are distributed 
to the various branches. No note is valid, however, until 
|t bears the written signature of an authorized officer, usually 
the manager of the branch to which the notes are sent. 
When the second signature is affixed, the notes are ready 
for issue and are placed in the teller's custody. Each note 
represents a debt of the bank, but they are paid out in 
isettlement of the bank's obligations to the depositors. 
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The general manager keeps a book of record of each] 
parcel of new notes received from the bank-note company by 
the numbers, date of issuet denominations, and amounu. 
They are then sent to branches for signature and issue > 
Defaced and mutilated bills are sorted out by the tellers ai 
the branches from day to day and are forwarded to the office 
of the general manager. There they are recorded io rhe 
register and deducted from tbe total received from the bank- 
note company. They are also counted^ asnally by three 
directors, and then destroyed by theiti in the note incinerator, 
the directors certifying to the fact of their destruction. The 
Canadian system differs from the English In that notes may ^ 
be reissued, while in Enj^land they are destroyed by ibe 
directors at the bank of issue. 

As all notes are issued for profit, it is to the interest oi 
the bank to keep them in circulation as long as possible* It j 
is at small and remote places that circulation is likely to 
remain outstanding for a long time, and were it not for iliis 
fact it is unlikely that many branches now carrying onJ 
business would be in eatislence. ^ 

If the total amount of a bank's notes in circulation should 
at any time exceed the amount authorised by the Act* ihi 
bank will incur a heavy penalty » If such excess is not over 
$I,0O0, a penalty equal to the amount of the excess is imposed J 
for an amount over $1,000 and not over $aO,000» a fine of J 
$1,000- for an amount over $20,000 and not over $100,000, ; 
fine of $10,000; for an amount over $100,000 and not ove 
$200,0(M), a fine of $60,tXK}; for an amount over $200,000, : 
fine of $100,000. There is also a penalty of imprisonmcnl o| 
an officer who wilfully violates the Act with intent to defraud 

If a bank is liquidated, the payment of its notes is a firs 
charge on all its general assets, the claims of the Do*ninion 
Government ranking second, those of Provincial Governments 
third, and the general public fourth. Many have looked on 
this provision as discriminating against the depositor, for 
since the bank's liability is practically the same for either a 
note or a book credit » it makes yery little difference whether 
it is in the form of a note or a credit. 
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Should a counterfeit Dominion or bank note be presented 
to any bank officer, he is required to stamp or write the 
word counterfeit or worthless across its face. If the note is 
a forgery on his own bank, he retains it. 

14. Formerly, there were two institutions in Canada 
that did not enjoy the privilege of issuing notes up to the 
paid-up and unimpaired capital — La Banque du Peuple and 
the Bank of British North America. Since the failure of the 
former, the latter is the only bank that can issue notes to the 
extent of 75 per cent, of its paid-up capital only. This bank 
can, however, issue a further amount by depositing an equal 
sum with the Minister of Finance and Receiver-General, but 
it cannot issue notes for more than its paid-up capital. The 
cash or bonds so deposited are available for the redemption 
of all notes issued in excess of 76 per cent, in case of suspen- 
sion of the bank. The reason for this is that the Bank of 
British North America is peculiar in having a royal charter, 
which does not provide a double liability on the part of the 
shareholders, while the shareholders of all other banks are 
liable not only for the amount originally invested, but may 
be called on for an assessment of an equal amount, as is the 
case in America. 

15. Requisites of Note Circulation, — There are three 
requisites that enter into note circulation: first, security; 
second, elasticity; third, convertibility. The Canadian sys- 
tem is so arranged that it possesses all these qualities. The 
notes of a bank are a first lien on all of its assets. In 1892, 
the amount of outstanding notes was about $34,000,000. 
December 31, 1906, it was $87,000,000. The following figures 
show the security behind the note issue at corresponding 

periods: 

1892 Dec. 31. 1906 

Capital and surplus (appearing 
as assets in the form of secu- 
rities, loans, discounts, etc.) $86,000,000 $159,000,000 

Dominion notes and specie . 25,000,000 ^8,000,000 

$111,000,000 $227,000,000 

17^—19 
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This does not take into consideration tlie double lltbiltTy 
of shareholders* Neither does it tticlude that pan of ihc 
assets (securitie<t, loans; discotints, etcj that covers the 
deposits which amoaoted, December SI, Ifl06, to $67S,0WJXX), 
including those of the Provinciai and Dominion Goverament 
In view of the critidsms which have been made as to jkt 
security of note issues in Canada, this sbotsid be abundaQt 
proof that thejr are thoroughly protected* 

Elasiicjty is also a very important quality in note issue. 
Under the Canadian system^ there is always a larse foarfio 
immediately available, as is shown by tlie fact thai, wben 
circulatjoii was at its htgbest point in 1904, there were sijll 
same $10,000,000 available before the issue readied the limit 
Df paid-tsp ai>d cuumpaired capital. When the demaiid for 
mcQey is over, these notes are redeemed by the banks imd 
put away tn the vaults until ihey are again required. This 
Sfsleta has always been -^ for giving to banks nrliat 

looks lUe im alfiiost tin : privilege, bot &o bank am 

iasnc notes withottt keeping ia view its liability to pay, any 
tmotm ihaa a marehMt caa issom his paper w^out harinf m 
flolnd thai he untst be in readiness lo retntt when it matoses. 

The notes tssoed by the Canadian banks are readjjf oni- 
vettnd iaio eith^ Dotninion notes or specie. It theiefore 
Bakes very little aiffercoee to the bold^ whether be has boflk 
noi^^ specie^ or Dommion notes, as he can ^unge one toto the 
olh«ratwin. In order that noies may be at par ia any part ef 
the DoailBiott^ eaA baak is ohliged to agfsnge lor the redcaip- ^ 
ttoo of theta at the principal centers. If the bank has m 
branches at these points^ it asaaHy makes an 
wiih soeae other hank whereby its paper win be 

In onier tint there may be a bos^-^de baae of notes 
oankers are prohtbiled frooi in any way pledf 
• and anadiranceauide to any banki 
the Mc m ity of fos notes is not reeovermble ander law. 

The DoaaiBMMi Govcmmentt o^ a pnyvisioB 
ha^ks to cany -M per €cnt» o€ Aetr fesernis in 

a large Icmb tnAcMt munau The ^ 
: itenn 
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I bank with a paid-up capital of $1,000,000, through its note 
ssue, practically has a loan of that amount of money without 
nterest. For this reason, every bank is competing to get 
he largest loan possible without interest, and is trying to 
:eep its notes in constant circulation. Therefore, each bank 
n the principal cities daily presents, through the clearing 
louse, the notes it holds on other members. Each bank, as 
t redeems such notes, immediately endeavors to reissue them 
it some point where they will not soon again be returned. 

Where a bank has issued notes up to its limit, it usually 
lirculates the notes of some other bank, the circulation of 
vhich is below the limit, and generally receives compensa- 
ion in some form for this service; but it is not, of course, 

the interest of a Canadian banker to pay out the notes of 

1 competitor so long as he can issue his own. 

There are always two opposing forces at work: one to 
ixpand and circulate, and the other to contract. These two 
orces have resulted in an inflation of the currency when 
equired and have also prevented great contraction. 



RESERVES 

16. The Bank Act requires that all banks shall keep at 
east 40 per cent, of their total cash reserves in Dominion 
lotes, which is akin to the Dominion Government forcing a 
oan from the banks to that extent, and while the government 
s always prepared to redeem its own notes in gold, this law 
precludes the banks from presenting more than a certain 
imount of them to obtain specie. If, in the course of 
Dusiness, a bank should collect specie to the extent of more 
han 60 per cent, of the cash reserves carried, it must under 
he law, change the overplus of specie to government notes. 

The management of each bank is the judge of the amount 
yi reserves to be carried, the government having no voice in 
:he matter. Canadian bankers hold that fixed reserves are 
unnecessary, cumbersome, and operate against the elasticity 
and flexibility of an institution. The character of the busi- 
ness of different banks is so varied that it would be difficult 
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to set a fixed Itaiit o! cash reserves, as in the ease of one 
bank it might be necessaiir to cany 10 per cent, amj fofi 
another bank 25 per cent. The experience of the past has 
been that the cash reserves in gold and legal tender nave 
averag^ed about 10 per cent, of the total amount of deposits. 
It is well to note, however, that a large part, uften two 
thirds, of the deposits in Canadian banks is payable unly 
after notice or on a fixed date; and although time deposits are 
usually paid on demand, the privilege of notice can be ejcer- 
cised in case of need* 

Under the Canadian system, the notes of a bank constitute 
a large part of the amount paid out from day to daj to 
depositors. These notes usually make it unnecessary to 
carry large cash reserves. The largest institutions carry what | 
might be called a second reserve, consisting of call losns in 
Canada and the United States, secured by collaterals. These 
can be utilized at a moment's notice, thus placing a hank in a 
position to liquidate possibly 50 per cent, of its liabiliiies . 
quickly. The principal bankers also have credits for large 
amounts with their correspondents abroad and these mty ht j 
drawn on readily. 

The liabilities of Canadian bankers are not confined to the \ 
Dominion only, but extend to the United StateSi England, , 
and other countries. Dominion notes, of course, are oot 
available for payment of obligations outside the DomimonJ 
The only medium that can be used in settling liabilities rn J 
the United States is American gold; and in Great Britain, the 
British sovereign. 

In order to protect itself when large amounts of American J 
gold have been requested for shipment to the United States J 
the Canadian Government has at times asserted its privikg€ 
to pay out British sovereigns; and if gold was to be shipped. 
to England, it has redeemed its notes in American eagles* 
This immediately places the bank presenting the notes at ^ 
disadvantage that is likely to cause a loss on the Qoim, a. -s 
in neither case could the bank ship, because America^ ^ 
liabilities must be paid for in American gold and Britis 
liabilities in sovereigns. 
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There is no government mint in Canada* but American and 

irilisb gold coins are legal tenderj the eagle being exchanged 
for $10 in Canadian currency, and the British sovereign 
being valued at $4.86]}. The silver coins in use are strtick 
off by the British mint and are legal tender to the amount of 
$10; copper and bronze coins are legal tender to the amount 
of 25 cents. All bills issued by the Dominion Government 
are also legal tender and are redeemable in gold on presenta- 

rm at the office of the Receiver-General in any province. 
Dominion notes are issued for $1, $2, $4, $50; and upwards. 
The larger ones are held principally by the banks and are 
used as a medium for effecting exchanges at the several 
clearing houses from day to day. 

Eexcha:nge department 
* On account of Canada being an English colony and 
ly affiliated with the mother country, large exports of 
stuffs and other products are made yearly. Very few 
banks at their Canadian offices make a specialty of foreign 
exchange; that is, they do not deal in exchange extensively* 
This is left more particularly to their offices in the United 
States. Each branch at the principal cities, however, is 
^quipped for handling exchange — bills that are drawn against 
■bipments of lumber, grain» cheese^ fish, coal, etc* Each 
bank has correspondents at the principal European cities, 
^d these bills are forwarded for credit of the bank, and the 
Broceeds are drawn from time to time by selling the bank's 
m^m drafts. In order to faciHtate matters, foreign accounts 
■re kept only by the principal offices, as Montreal, Toronto, 
Halifax, Vancouver, etc. Agencies at interior points are 
quoted rates at which they may buy and sell bills — in some 
astauces daily, and others weekly, depending on the impor- 
bnce of the branch. The principal banks used in London by 
anadian institutions are those that transact this class of 
dsiness. They are the Bank of Scotland, Royal Bank of 
Gotland, British Linen Company Bank, Parr's Bank, Limited, 
London and Westminster Bank, Limited, Union of London 
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and Smiths Bank, Limited. London City and Midland Batik. 
Limited, and the asfeucies of the princtpal Continental banks 
located in London, The principal foreign connection h 
usually made in London, and is oftentimes of great value. 
In Canada, money can usually be loaned safely at 4 per cent 
and upwards. In making arrangements with a London 
bank, the lerms of the account include the amount of cmlii 
to be allotted for cash drawings and that to be utilized for 
drawing hnj^ biiis. To cover such credit, first-class Amen- 
can or Canadian securities are usually lodged with the bank 
abroad, or may be held for its account by one of their 
correspondents in the United States or Canada. 

The cash credits can be availed of by drawing either by 
cable or check, at will. On these, the Bank of England ratf. 
or 1 per cent, above that rate, is usually charged when ihe 
account is in debit, while on credit balances, interest is 
allowed at from 1 per cent* to 2 per cent, under the hank 
rate. The a"edtt is usually apportioned to the bank as a 
whole; that is, if the bank is given a credit of £200,000, tbis 
credit is distributed by the general manager among th^ 
principal branches. Each branch is obliged to confine itself 
to the credit apportioned to it; that is, if Uie Montreal branch 
were given £*50,000, this branch must at no rinae draw tn 
excess of this amount* If the demands on the branch exceed 
this sum, it will be necessary to cover (provide for the 
excess) at once, although the account might show a credit 
balance for the bank as a whole on the books of the London 
correspondent. Marks, francs, guilders, etc* are quoted in 
Canada as in the United States, but the system of quota* 
tions for sterling is different. In the United States, the 
quotation is made on the basis of so many dollars lo the 
pound, the par being $4.8667, and the quotation is always^ 
made by this method; but in Canada, the old par of exchaaga ™ 
is used, and the quotations are made, say, 8i, 8il, etc. The 
actual rale is arrived at by taking the old par of exchange 
($4.44i). If the quotation of exchange was given at 10, 
this would mean the rate of $4.44i with 10 per cent, added, 
or equivalent to $4.88f- 
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PROFITS 

18. The Canadian banks perform a great public service 
by providing branches throughout the Dominion and else- 
where where funds can be safely kept, earn a fair rate of 
interest, and be had when wanted. They supply money 
when needed by manufacturers, merchants, farmers, and 
others; they collect, by draft and otherwise, the debts due 
their customers; and they provide circulation wherever 
required. In performing these services, however, banks 
must not forget their shareholders, who are looking for 
dividends; consequently, the general manager is constantly 
on the lookout for safe and profitable loans, investments, etc. 
Canadian ba^k shares are much sought after, and the yields 
on the market prices range from 3 J per cent, to bi per cent. 
One bank, with a capital of $9,000,000 and shares of $60 each, 
has over 3,000 shareholders. 

Canadian banks usually close their books June 30 and 
December 31 of each year. In order that the general man- 
ager may be advised of the earnings of the bank as a whole, 
a statement of profits is called for from each branch quarterly; 
that is, the manager of each branch must make up a com- 
plete statement showing the amount earned at his branch for 
each 3 months. At the end of each Si months, he makes up 
a statement of the earnings to date, and an estimate of the 
probable earnings for the 6 months. At the end of each 
6 months — that is, on June 30 and December 31 — entries are 
made at the different branches, crediting the head office with 
whatever amount may have been earned net. Some branches 
may not show^ any earnings, but on the other hand may 
debit the head office for the greater part of their expenses. 
This would be the case at a branch where the business is 
chiefly made up of deposits, and the money is transferred to 
a branch where it can be more easily and safely loaned. It 
is necessary to pay interest on such deposits, which the 
branch debits to its interest account, and this, added to 
charges, will show a considerable sum, unless the money is 
employed at the branch. But in the branch banking system, 
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it makes very little difference where the oartilogs are inade 
or the money is used, as long as it is safely and pfodinblf 
eiti ployed. For that reason, large amouots are loaned at tiie 
principal cities— Montreal, Toronto, Winnipeg, and else* 
where — to greater advantage than they could possibly be 
employed at small branches* 

The principal source of a bank*s profit is interest on its 
commercial loans and discount!!* which average abont 6 per 
cent. Nearly all the large institutions also have consider- 
able amounts invested to Dominion and Provincial securities 
and in high-class American bond^, the returns on which art 
about 4i per cent. They also employ a large amount on 
call in New York> such loans being secured by collaterais 
listed on the New York Stock Exchange. The pcrcentafe 
of loss on such loans is very small, but the average rate of 
interest probably is not more than 4 per cent, a year. These 
loans are a v^a liable at any time and really ser\'e as a second 
reserve. 

The other sources of profit are foreign and domestii 

exchange, commissions, etc, Canadian banks were at om 

time the largest dealers in foreign exchange in the Unili 

States and the profits were large; but, in late years, the 

national bank^ have taken it up as a part of their regular 

business and competition has become so keen that the margin 

of profit is now very small Canadian banks having agenci 

In New York, as well as in London, still make a satisfactoi 

profit by using their credit; that is, they sell bills of exchange^ 

chiefly drawn at 60 or 90 days* sight, on their London agi 

cies, which practically amounts to giving their own noli 

payable at a specified date. These bills are sold on the basis 

of the private discount rate in London, which usually runs 

from 2 to 4 per cent., seldom reaching 6 per cent. The pro- 

ceeds of such bills are employed at, say. 5 per cent., and the 

e between the pri%*ate discount rate and the rate 

c money is employed, represents the profit, allomni 

for the difference in exchange. There are certain seasons of 

' r when the private discount rate in London is very, 

netimcs 2 |>er cent,, and exchange in New York is 
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le gold export point, which is usually $4.88 to $4.88j per 
Dund for demand sterling; and it quite often happens that 
lis issued during the summer at 60 days' sight can be 
)vered during the fall by buying a demand bill on London 
: practically the same rate at which the bill put out 60 days 
ifore was sold. This gives the bank the use of the money 
ithout cost. The principal issuers of such bills are the 
ank of Montreal, the Canadian Bank of Commerce, and the 
ank of British North America. In making a return to 
le government, the amount of such bills issued by each 
ink is not always shown, as the investment of the proceeds 
I loans offsets the amount realized from the sale of the 
ills, and some banks carry the liability by adding the pro- 
jeds of bills sold to their deposits. 

While many of the banks in the United States make no 
large for issuing drafts, the Canadian banks have adopted 
le system of foreign banks, and neither issue nor collect 
ly draft without charge. The minimum charge is usually 
3 cents, and the exchange collected on large items ranges 
om one-eighth to one-fourth of 1 per cent. As the collec- 
on business of many banks is very large, this also serves as 
source of profit. 

HExVD-OFFICE DEPARTMENT 
19. The head-office department is usually stationed 
t the chief office of the bank, but is entirely separate from the 
lain or public office. The officers are: general manager, 
jperintendent of branches, inspector, secretary, chief account- 
nt, and clerks. 
The f^eneral managrer must be a trained banker, familiar 
'ith the routine of the bank, courteous, obliging, but at the 
ame time firm in his policy. His duties are somewhat 
imilar to those of a cashier in the United States. He is 
ccountable to the president and directors and must lay 
efore them all matters of importance. In the larger insti- 
iitions, the general manager is in almost daily communica- 
ion with the managers at the principal branches. He 
ecommends the establishment of branches, the sites and 
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kinds of buildings to be erected, etc* He also sees that ihe 
funds of the bank are safely invested and that the bank is 
protected against fraud. In *?ome cases, his staff consists of 
several hundred persons, and his duties are many and the 
work arduous. The manager of each branch reports to the 
general manager all matters relating to the business of his 
branch, and these communicatioiis must be answered quickly ' 
either by letter or wire. 

The supertnteudetit scrutinizes and criticizes the branclj 
HabiHty returns, looks into new customers' loans applied for 
by the managers and gives assistance to the general manager | 
in innumerable ways* 

The itisijeetor visits all the offices of the bank. He^ 
verifies the cash, securities, bills, accounts, etc., reports on 
the loans and assets, and in fact does everything possible to 
satisfy himself that the loans are safe. He reports to the 
general manager, who takes up any points with the branch 
manager. 

The secretary has charge of the correspondence; that is, 
he receives and distributes the incoming mail and sees that 
all outgoing letters are in order. He looks after agreenieTits 
with other banks and bank premises. The staff is in his 
rharge and he makes the minor moves. 

The chlcr accountant looks after all the bookeeping,i 
note circulation, adjustments, government returns, pension! 
and guarantee funds, stationery supplies, etc. 

A general ledger is kept in which transactions made direct i 
by the head office are recorded. These consist principally! 
of dealings in bonds^ stocks, real estate, etc. In it is also 
kept a home-office account in which all entries for branches 
are debited or credited from a daily list forwarded by each, 
A liability ledger is opened for each branch and is posted 
from the daily returns. 
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BRANCHES OF BANKS 

20, Canada is a country of large banks having the privi- 
lege of opening branches in any part of the Dominion and 
elsewhere. The larger banks have branches extending from 
St* John*s, Newfoundland, on the east to Vancouvetj British 
Columbia^ on the west and some have established branches 
H outside the Dominion, where the field seemed attractive and 
where opportunity was offered to carry on business safely 
and profitably. One institution has branches at Kingston, 
Jamaica, and Boston; another, at Havana and Santiago, 
Cuba; while others have branches at New York* Chicago, 
New Orleans » San Francisco, Seattle, and other AmericaTi 
cities. Each branch must, of course, be governed by the 
laws of the country or state in which it is located; some 
countries or states do not allow a foreign corporation to 
carry on a regular banking business in competition with 
local institutions and others impose heavy tasces on foreign 
banks* In the newer parts of a country, however, where 
large amounts of money are needed, there is greater liber- 
ality and the cooperation of foreign instimtions is invited. 

In the state of New York, foreign banks are prohibited 
from accepting local deposits and therefore the business of 
branches in New York City is confined principaily to employ- 
ing their funds on call, on time loans, and to a general 
foreign-exchange business, A tax of 5 per cent, is also 
exacted on the total amount earned by a local branch of a 
foreign bank. This tax is a severe drain on its profits when 
it is possible to employ money only at low rates, but when 
rates are favorable it is not a hindrance. 

Canadian banks do not employ their own money to any 
extent in New York City in making time loans, even at 
attractive rates, as such loans might interfere with the needs 
of Canadian clients. The large amounts employed on time 
loans represent proceeds of bills of exchange drawn at 
60 or 90 days on London, Paris, Berlin, and elsewhere. 
Canadian banks never neglect their own customers in Canada 
in order to supply money to their foreign branches; it has 
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always been possible for a bornjwer entiUed to advaneea to 
obtain accommoclatton from his home bank at a fair rale o^ 
interest. They are quite willing to make advances m'licn iti 
can be shown that the funds loaned are to go into a business { 
that will insure a return of the money at a specified time. 
Hence, much of the development that has taken place ml 
Canada is directly attributable to the good work done alonf 
this line by Canadian banks, 

Canadian banks being banks of discount and isstie^ per-] 
form the same general functions throughout the world as do 1 
other banks of discount and issue* When the large wheat 
crop of Manitoba is ready to go to market , the banks fnrnish 
the necessary funds, being enabled by the elasticity of their j 
note issue to do this without causing stringency In the motiey 
market* Their system of note issue also makes it profitable , 
for them to have branches at interior points where, other- 
wise* there %vould not be sufficient business to maintain even 
a small institution* 
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THE BRANCIt-OrFICE STAFF 

The directors look to the manager of a branch fof 



efficient and vigilant superintendence of every part of the 
business of the branch, including the general deportment o^ 
his stafif and clerks* While the manager and accountant hav| 
duties which make them, in some respectSi independent 
each other, the control of the branch is in the hands of tlw 
manager and he must bear the entire responsibility, Whe 
a new manager takes charge of a branch, his first duties 
should be to count the cash in daily use in the hands of the 
teller, and also that not in daily use* called the treastny cask^ 
to balance the bills and to ascertain the existence of vouchee 
representing the loans, trade bills, trade bills remitted, and 
past*due-bills accountsj to satisfy himself that the bills heW 
lor collection and the sectirities held as collateral and for 
safe keeping are in order and agree with the entries regarcj 
ing them in the collection diary and securities registers; 
personally provide for the safe custody of duplicate keys; an 
to assure himself that all the books of the branch ar 
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balanced. Having carefully performed these duties, he will 
peruse the correspondence with the general manager for the 
past 2 or 3 years and as much further back as the interests 
oi the bank may require. He should also examine the 
reports of customers, statements of their affairs, etc., with a 
view to acquainting himself with their contents, and to ascer- 
tain that the records are reasonably complete. He must 
inform the general manager of the results of these examina- 
tions. It is advisable for each manager to keep a diary in 
which a note is made of every matter that should be discussed 
with the general manager. He should also enter the date 
when each authorized credit expires, and those on which the 
general manager has requested reports on the condition of 
accounts, etc. In order to distinguish the items to be car- 
ried forward from year to year, it is a good plan to use 
red ink when making entries for the following matters: 
Date of departure and return of officers on furlough; dates 
of civic holidays, when fixed; figures of municipal assess- 
ments; rate of taxation; amount of taxes on bank property, 
etc.; and of income taxes on officers' salaries. 

When an interview regarding a customer's account has 
taken place between the general manager and the manager 
of a branch, the latter is expected, immediately on his return 
to the branch, to write an official letter setting forth the points 
that were discussed, stating the conclusions arrived at, and 
asking tor confirmation if correct. This does not do away 
with his corresponding with the general manager at other 
times about the account. 

The manager or accountant should examine the teller's cash 
at the close of each day's business, checking off the items in 
the teller's statement book and certifying to the examination 
by placing his initials against the balance, the correctness of 
the same having been ascertained by comparison with the 
cash book. He should then see that the cash is placed in 
the teller's tin box and locked up in the safe. 

In connection with the cash statement prepared for the 
balance sheet to be sent to the general manager, the manager 
should examine the teller's cash in detail; and, in addition, he 
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(CONFIDENTIAL.) 

Application for Employment 

To 

I hereby make application for employment, in such posi- 
tion as you may see fit to place me. I will be pleased to enter your 
employ upon trial, according to your usual custom and subject to 
your ruhes and instructions. 

At your request 1 have noted below replies to the undermentioned 
questions, which replies 1 hereby declare and affirm to be truth and 
the whole truth respecting the matters to which they relate, directly 
or indirectly. 

1. Name in full , Age 

2. Born at on 1. . 

3. Present residence 



4. How long have you lived in present locality? 

6. Where did you previously reside, and how long?- 

6. Are both of your parents living? 

7. Do you reside with your parents? 

8. Full name of Father 

9. Full name of Mother 

10. Occupation of Father . 



11. Do your parents own home, or rent or board?. 

12. Has either of them other means? 



13. Have you brothers or sisters, If so, please give names 

and occupations 

14. Are any members of your family dependent upon you for 

support? 

16. What property or income have you? 

16. Do you expect to become the owner of property or money by 

inheritance or gift? 

17. State what schools you have attended and state generally respect- 

ing your education 

18. State name of schools or colleges last attended, and name of 

principal instructors ^ 

19. Do you excel in mathematics ?. 



20. What are your favorite recreations? 

21. How do you spend your spare time and evenings? 

22. Are you fond of reading, If so, what class of literature? 



23. Do you use tobacco? If so, how and to what extent? 

24. Do you drink beer, wine, or liquors in any form? 

25. Have your habits always been temperate? 

Pio. 2 U) 
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2l>. Are you a member of any club, secret socict\'. or orjfa:3i*.r: 

. . _. If so, give name or names 

27. Are you and your parents members of any reiijri<m> der:-^^- 
tions? If so, state what and give name of clerg>-maL 



•JS. Are you a regular attendant at church? 

•Jl*. Are your intimate associates persons whose character. :=i«-r 
and hat)its are as good as you have herein stated your owr : >, 



30. State how you have oeen previously employed or engaj^ec «:;:; 
leaving school, accounting fully for your occupied and nni<r. 
pied time. Please give full particulars as required by ihi> ictt. 
including your locations, whether engaged or not. 



FROM 



TO 



Superior 
AS AT Officer 

WITH UndeiWhoni Wr 

^ Nature of Place Where You Servni In; 

vf «»i, v'«or \i »«»H v««.. Nanic of Position or Employed Yot 

Month ^ car Month ^ear p^^^pj^y^^ ^j^„ <,^.^,„. Engaged Name and Lei^- 

pation or Located PreKent 
i Address 



Wilt-:: .tnd hy whom were your accounts last examiiu-il. ar,.". wt-t 

twfv r<.i::i(l correct? 
Have.- >'>:: rvcr l>ccn dismissed or suspended from any s;!--^:..i' 

If -<-. ^r.i^e wlien. where, anil the cause _ - _ 

\i.i\r \...: c-ver been in arrears or default in any empU'Vp. t:.: 

Ir :iow '-n-.pl'.vtMl. ^tate present pi>sition and how long vnv: r.^vt 
■;.'•■ : :t ' ■ . 

If '-.(.u ♦•n^i pjowd. what salarv voii receive.^ 

If :i'.\k ♦■ir.p!«'M.'d. are ymi retpiired to furnish security in >•.■•:: 
;»:■;■-••:.* p'.^irion.^ 

If \i'>.'. f:,r,)'.i>\(:c], wliat are y«»r.r pr«)spects for promotion? 



10 

n 



If ■.■.■.'. r:ii:)Io\e(l, why do you wi--li to leave? . _ . . _ 

.\;'- •'.•; ::/<Tf>,ted or en.uai^eil in any other business or emplov- 

:..'•:.*' It -<>, <^\\\'. jiarticulars _. 

H'iv»- ■.'.; aiiv fiehls or liabilities? _ _ 

I . •,'•:■: ',:i'- i.'.-ured? If so. in wliose favor, in what company, for 

what anio;;i,t, and huw loni; in torce? 



Fii.. 2 ib) 
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42. Could you furnish a fidelity bond for $5,000, with two responsible 

individuals as sureties? 

43. Have you ever given security? If so, state 

AMOUNT 



TIME IN 
FORCE 



NAME AND ADDRESS 
OF SURETIES 



WHY 
DISCONTINUED 



44. Have you ever applied for a bond, to a guarantee or a surety 

company? If so, when and to what company, and were you 
accepted or not? 

45. Have you any relations, who are in business in Toronto? If so, 

give names, business, and addresses 



REFERENCES 



The applicant will please give the names and addresses of three or 
more persons as referees, who are not related to him. They should 
be householders and persons of good standing, who have known him 
well during the past five or more years. 



N. B.— The Applicant is reqnested not to refer to any Officer 
Service in which he is entrasred. 


or Employe of the 


Name 


Occupation and Address 


Number of Years 
Acquainted 







































N. B.— Communications addressed to us beins: strictly confidential, no 
reason for declining: an application can be given to any party. 

I hereby declare and affirm that nothing whatever has occurred in 
my career unfavorable or derogatory to my character, honesty, and 
integrity; and that it is my aim and endeavor to lead an upright, 
conscientious, and exemplary life. 

Should I be employed by you, I will not knowingly violate or 
willingly permit to be violated any of the printed or stated rules and 

regulations of now or hereafter existing; but will faithfully 

and diligently perform my duties to the best of my ability. I will by 
every means in my power endeavor to please the officers and my other 
superiors, and I will in all other ways by eflFort and example endeavor 
to promote the welfare of the interests. 

Realizing that in order to expect advancement I must establish and 

enhance the value of my services to I shall earnestly strive 

to learn the rules, details and theories of and to carefully 

inform myself respecting the history and principles of the business. 

Signature, 

Dated 

Pio. 2 (e) 
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thoroughly trained and are adjipted to the work. With this 
view, great care is taken in the selection of junior clerks. 
To make their selection as systematic as possible, some 
banks have a form like that shown in Fig. 2, which thn 
applicant fills out in detail. The local manager then makes 
inquiries of the references offered by the applicant, and if 
after a thorough investigation he h favorablf impressed, 
sends the application to the general manager nHth his 
recommendations, if any. The application then goes before 
the directors and if the applicant is accepted and is to be 
employed at once, his salary is fixed and the manager 
notified* 
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of Oiatmha^ do bef«by decmre stn*i p\<:d^t- 
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dealing with the Bank: on the subj^ 
of whatever descnptioo, witli n% Cu 
tiolders* or with any other Bodies or 
ject of the shares held by any Person t 
credit or affains of all Bcidk^ or Per 
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acquire information through the bnstiie-s oi tnc isant; : ^he 

naiiire or amount of the tnuis^ctloiu of the Bank, or ihe of 

its -" - or m&mr^ in maf lcs{»«ct whatervr. eMcepdnu .^ ? >uch 

pa ! ^ I may be capwiy aathorind by the Bomrd of Directors, 

or t -_. - Managter, l»d»eiose. 



A junior is Emken oo trial for 3 montlis, after whjdi^ if he 
ba» pro%^ed satisfactonr to the lc»cal manager, be becomes a 
regular metnher of the staff. The salary o! a junior in 
Canada is tistiaJly ^200 per amrain. His serrtces at 6rst are 
wofili very little to tbe bank, as he is practkally senrine ao 
ai>f»rcist)ceshtp. aod it takes saioe years ta learn Ibe business 
t bor oo gl ily* 

24. Every clerk employed mast si^ a declaration of 
aecr e cy /sgcii as shown in Fig. 3« and ^tc a bond for the 
Wlfefnl pc r lonn aiice of bis duties. Some banks have 
estabilshed a cttarantee fund and evefy memh& of the staff 
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\fs yearly to this fund a premium of a certain amount 
itead of carrying bonds of a guarantee company. These 
emiums are invested in satisfactory securities or a fair 
:e of interest is paid on the money left on deposit with 
* bank, and after some years the bond becomes paid up. 

case of a defalcation^ the fund is drawn on up to the 
tount of the bond involved and the reduction of the fund 
low a certain amount will make those whose bonds were 
5viously paid up commence to pay again. 
A junior who proves faithful, and has the best interests of 
3 bank at heart is usually rewarded in a reasonable time 

promotion either in his own or some other branch. In 
Ling the higher positions in the branches, preference is 
kvays given to the bank's own men, and outsiders are never 
ken on if it can be avoided, for the reason that it would 
ad to create dissatisfaction among the members of the 
iff and make them feel that prospects for promotion were 
mbtfitl* The early marriage of junior officers prevents 
3se frequent removals necessary for their training and 
vancementj by making the change inconvenient to the 
icer or unduly expensive to the bank. In addition to 
s, a married clerk on a small salary has to live in a man- 
r unbecoming his position or else incur debt, both of 
ich, especially the latter, are injurious to the bank, 
:ause an undue measure of private, financial, or other 
grrossing cares materially interferes with an officer's 
lity to discharge the duties of his position. Any officer 
Lt is unfitted for the work devolving on him from these 
ises or for any other reason » will not be retained in the 
ik*s employ,^ and no officer who assumes untimely and 
prudent obligations should expect any special consider- 
[>n from a bank. 



55. Rules Govern I np: Braneh^Offlce Staff, — These 
isiderations have led a number of banks to adopt rules 
the following character: 

\ny officer whose income from the bank is less than 
pfr annum will be liable to dismissal on marrying, 
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unless the apprd\^l of the geaeral Enanaji^eT is first ol 
This approval will be eiven if ii is satis fact a ri I y shown ibit 
the officer s prospects justify the belief that the step will cot 
involve him in debt or other dtfficalty 

In the eveoi of any oflBcer becoming involved m dtijl, 
resorting to gamblins houses, billiard rooms, or indut- 
^ng in iotosciauing liqtiors lo excess, or enz^^^H in m i:;, 
or otlier speculalions, be shall be dismissed fftm tfa« 
bank's sen*4ce. 

Any officer who conniTes at or fasts to report promptly 
to the general manager a ^od cotDmttted on the bank bf 
any other officer, or any other transgresston within or with* 
out the banlc that may come mider his obserraiion. will be 
liable to instant dismi&saL 

No officer tinder the rank of manager is allowed to keep 
an account of any kind wtih the bank in the cnrrent-aeeoiial 
ledger* and manftgers ar^ absolutely pfx>hibiied frooi ofe^ 
drawing their i ooomna . AH officers are aaeomged to keep 
accounts in the savings-bank departmcai* on whi^ a specia 
rate of interest is allowed, in ofder to a ne o t ira ge the hibit 
of laying aside sottiethiaig emA moalii. 

Every oficer is eottded to a S wedt^* forlottgb annoaQfr 
bttwwn the 1st of May and the Isi of Nonmher, and somt 
hani:s allow S weeks if tbe time Is taken hetweeu the 1st oi 
Novemb er and tbe I^ of May. These fnrtoaghs are arrant 
fay the mauger. with the appnywd of ^e eeweral maaagw, 
DO wA dm cau^ e nien pe of ihe hamdk, sad it is gefieranr 
oMi^tory tkit mverj oftoer takm a fmlung h. 

When an ofiea tt tAea from mm hmmA nod atiacM ta 
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iem marked * are to be filled up in officer's own handwriting.) 
VATE 

Branch 

Report on Mr.* _ 



(Give lull name) 



190— 



Ase 

rs Months 



Married or 
Single 



Lcnsrth of Service A? *"™*l^ Last Increase of Salary Present 
Years Months Duties and Last Bonus Salary 



Date 1 __ 

Increase, $_ 

Date 1_. 

Bonus, $- 



grees of Efficiency in the qualifications indicated below must be denoted by 
numbers, 1 representing the lowest and 5 the highest degree 

N. B.— An officer in the lowest rank is competent (if worthy) to be classed in the 
dirhest iH'ade: i.e., a junior clerk miirht properly be ranked "first class" as such, while 
ifCer attainin^r to a more advanced position, he mitrht prove so deficient in that kind of 
ibilityand experience required in. say a Mana^rcr or Accountant, that he wou!d have to 
le ranked as a second- or even a /At rcZ-cIass officer. 



RITING, INCLUDING 
FIGURES 

lickness No. 

g^bility and 
featness No. 



ADDITIONS AND CALCU- 
LATIONS 

_No. 



Quickness- 
Accuracy _ 



_No. 



Industry and interest 
shown in work. . No. 

General aptitude for 
Bank work No. 



lease state present duties in detail > 



bat other duties have been assigned tol 
lim during the year, and how have they 
»een performed? J 



IS he been uniformly punctual and regu- 
ar in his attendance? If not, how often 
las he been irregular in his attendance, 
ind from what causes? 



hat kind of associates has he, and howl 
Ices he employ or conduct himself out > 
)f business hours? _ _____ J 



you consider him an efficient and sat- 1 
sfactory officer? J 



your opinion should he be ranked as al 
1st, 2d, or 3d-class officer? _ J 



he deserving of promotion? Reasons. 1 
»sition he is fitted for j 



GENERAL REMARKS 

(With reference to his conduct in the office and to his behavior toward customers, 
which embraces tact, address, and caution, as well as to his sreneral knowledire of 
business, etc. Any recommendation for special consideration by way of increase, 
boons, promotion, etc.. may also be embraced under this head.) 



INSPECTOR'S REMARKS 
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one branch to another, no delay in proceeding: to the desti- 
nation is permitted withont the sanction of the general man- 
as:er. The expenses qf moving: from one branch to another 
are charged to the branch to which a person is sent. 

The salaries of all officers are fixed about the first of eadi 
year. As the nnmber of employes of a Canadian bank is 
large and in some cases the general manager never comei 
in contact with them, he is nsnally influenced by the recom- 
mendations of the local manager. Fig. 4 shows a form in 
general use for the purpose. 
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CANADIAN BANK BOOKKEEPING 

Note. — The entries found in many of the figures that follow are 
given only to show the form of making entries; the various illustra- 
tions are therefore generally independent of one another. Exceptions 
will be noticed in the entries used in the work of the receiving teller, 
the paying teller, and the note teller. 

1. We will call our bank The Federal Bank of Canada, 
with head office at Montreal, and will deal with bookkeeping 
as it applies to the branch at Toronto, Ontario. The Federal 
Bank has a capital stock, paid up, of $1,000,000 and a reserve 
or surplus of $500,000; and has fifty branches located at 
points in Canada from the Atlantic to the Pacific, and an 
agency in New York City, all controlled from the general 
manager*s department at the head office in Montreal. 

The Toronto branch has been chosen to show the work- 
ings of a large office, and also because that branch has a 
varied business and all kinds of , entries pass through their 
books. The staff consists of twenty persons, nine of whom 
come in contact with the public — paying teller, receiving 
teller, note teller, ledger keeper, collection clerk, discount 
clerk, draft and exchange clerk,- accountant, and manager — 
the rest of the staff conduct the inside work of the office, 
among whom are the cash-book writer, correspondence clerk, 
and messenger. 
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There is a clearing houise in Toronto to which all the 
twenty banks beloof^. A few tnist companies whose charters 
give them power to accept deposits and on whom chequei 
are drawn* clear through some of the chartered banks. 

The Toronto branch keeps direct accounts with The Glas- 
gow Bank» London, Eng^land; The American Bank, Chicagu, 
Itlinols; and The French Bank, Paris, France « who act a^^ its 
agents and give it all the facilities of branches. 



OPEKINO AN ACCOUNT 

2* Deposits in Canadian banks are of three classes: 
active business accounts, payable on demand, called currmi 
accounis; savings accounts: and deposits payable after notice 
or on a fixed date, represented by deposit receipts. Deposits 
on current account and savings account are handled by the 
receiving teller and those on account of deposit receipts by 
the paying teller* Accounts cannot be opened in theeurrent- 
account ledger unless authorised by the manager of the branch. 

Amounts of $1 and upwards are accepted in the savings 
departmentt on which 3 per cent, interest is allowed. These 
deposits usually represent the savings of the poorer classes 
and are generally small, A branch might have five hundred 
such accounts representing uot more than $50,000 deposits. 
This entails i\ great deal of bookkeeping work, but such 
deposits are profitable because they bring other business to 
the bank. 

The banks diacouragep so far as possible, the Issuing of 
chcfjues on savings accounts. In fact, it would not be per- 
mitted under any circumstances if competition did not render 
it necessary. It is best to have the depositor call at the 
bank with bis receipt when drawing money. The receipt is 
retained by the bank and serves as evidence that the money 
has been paki Interest on savings accounts that are to be 
closed should be carefully checked by a second officer before 
being paid. | 

A specimen .signattire of every person opening an account, 
either current or savings, should be filled out with a record 
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The Federal Bank of Canada 

No. 



tare. 



ence. 



ation. 



Fig. 1 



sr Partnership. 

attire by any Member to Bind. 

Jf^li^ral Sank of danaba* 

J undersigned, composing the firm ot_ 



agree to be jointly liable and responsible to Q[l|f Wthtni Sank 
for all transactions entered into, or hereafter entered into, 
said Bank in the name of the said firm, by any member 
nd that the signature of the name of the said firm by any 
)f the same to any bill, note, cheque, receipt or other docu- 
11 be as binding on the undersigned as if such signature had 
ed by each of the undersigned respectively by his own hand. 

ted at the 1?K) _ 



Fig. 2 
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at his or her designation, an a card like that showa in Fig I 
Each savings account is given a Dumber* which is wriueo 
opposite the signature of the depositor 

In opening an account with a firm of barrisierSt solicitor! 

attorneys, syrveyors, 
other non-trading part 
nerships who are Itkelj 
to become borrowei 
from the bank by wi 
of overdraft or oiBer- 
wise, the manajfer 
should reqaire the mg* 
nature of each one m 
a form similar to that 
^hown in Fig. 2* each 
thus acknowledging 
himself lo be joiiitlj' 
liable for all transaction!^ 
entered into in the name 
of the firm by any indi* 
vidua! partner or by such 
partner as they may 
designate to transai 
business on their behalf. 
Where an account is 
opened to the credit of 
two persons jointly and 
the law does not invest 
the control thereof in 
the survivor* the form to 
be used is **John Smith 
and Jane Smith, or 
either of them/' Special 
^'^* 3 care must be taken in 

accepting joint deposits. It is preferable that the hand- 
writing on the deposit slip be that of the depositor, but 
in any case it must be signed by him. It is not necessary, 
however, that all parties should join in the signing of the 
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slip. The bank is justified in following instructions given 
by the party that deposits the money, with regard to its 
repayment. 

RECEITING TELLER 

3. The receiving teller receives all deposits from the 
public for both current account and savings account; makes 
up the clearing and keeps his 
statement book and teller's 
blotter. The depositor fills 
in a deposit slip, as shown in 
Figs. 3 and 4, and hands it to 
the teller; the latter counts the 
bills and coin, examines the 
cheques to see that they are in 
order and properly indorsed 
and that the proper charges for 
commission are deducted for 
out-of-town items, sees that 
they are entered correctly, 
proves the summations and 
initials the slip. If the teller, 
for any reason, makes out the 
deposit slip, it is advisable 
that the customer verify the 
amount by initialing or sign- 
ing it before the deposit is 
entered in the pass book. 
The teller enters the amount 
of each deposit in the de- 
posit column on the received 
side of his blotter, Fig. 5, and 
passes the slip to the ledger 
keeper, who credits it to the 
account on the ledger and enters the deposit in the pass 
book, Fig. 6, for current accounts, or Fig. 7, for savings 
accounts. The items making up the deposits are treated 
as follows: 
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1. Current-account cheques on the branch are entered on 
the paid side of the blotter in the column Cheques. 

2. Savings-department cheques on the branch are entered 
on the paid side of the blotter in the column Sundries. 

3. Cheques or sight drafts payable at points where Federal 
branches are situated are entered on the paid side in the 
column Head Office. 

4. Cheques on banks in Canada and elsewhere not having 
Toronto branches and without agents in that city are for- 
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warded to them direct by mail and are entered in the blotter 
on the paid side in the column Bank Collections. 

5.' Drafts on the branch drawn by other Federal branches 
are debited to the latter branches and entered on the paid 
side of the blotter in the column Head Office. 

6. All other items, except those included in paragraphs 7, 
8, 9, and 10, are entered on the paid side of the blotter in 
the column Sundries. 
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7. Cheques on other city banks are entered in their 
jpective columns in the teller's statement book, Fig. 8; 
on the Bank of Montreal, in the column Bank of Montreal. 
3. Cheques on outside branches of the city banks are 
ared by the Toronto branches of those banks less commis- 
.n and are consequently entered as explained in paragraph 7. 
^. Cheques on Canadian banks with no Toronto branches 
t with agents in that city are cleared through those agents, 
s commission, as explained in paragraph 7. 
10. Sight drafts on points in Canada within 36 hours by 
lil are cleared through Toronto banks having branches at 
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»se points, less commission, and are entered as explained 

paragraph 7. 

I^anadian bills taken in during the day are sorted into piles 

their respective banks and a bordereau (memorandum) 
ced on top of each package, Fig. 9. Bills for Toronto 
iks or for those banks having Toronto agents, as described 
paragraphs 7, 8, 9, and 10, are entered in their respective 
umns in the statement book, 
i^'ederal Bank bills and American currency and sundry bills 

made up in the same way and entered in the Recapitulation 
umn of the statement book as shown. 
I^ommissions on sundry outside cheques, etc. are placed 
posite their respective amounts in the blotter; and at the 
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end of the day, the teller credits this to Exchange account by 
placing the total amount in the column marked Recapitulation 
on the received side of the blotter. The teller also keeps 
account of the commission received from customers on 
clearing-house items and makes up the differences between 
the amount he pays and what he 
receives and credits the difference 
in the same way as before. All 
cash or entries received from or 
given to the other tellers are cred- 
ited or debited to them in the 
blotter. 

The teller now rules off his 
blotter and adds up the different 
columns as shown. The entries 
in the receiving teller's blotter are 
part of those that are debited or 
credited in the general cash book 
and consequently the teller's bal- 
ance for the day should agree with 
his balance in the general cash 
book, which book will be explained 
later. 

The columns of the statement 
book are ruled off and the totals 
entered in the Recapitulation column. These, together with 
the total of all cash or its equivalent at the end of the day, 
make up the balance for the day and should agree with the 
balance shown in the blotter. Federal Bank bills are handed 
to the paying teller the following day and are charged to 
him in the blotter on the paid side. 
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PAYING TBIiliBR 
4. The paying: teller has charge of the cash, con- 
sisting of Federal Bank bills, Dominion of Canada legals, 
gold and silver coin, etc. His duties are the cashing of 
cheques, receiving payment for drafts, etc. issued by the 
bank and cashing them when presented. The books used 
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company, or from the 
post office when parcels 
are sent by registered 
mail. The two officers 
employed to count and 
seal up the packages 
should, each for himself, 
be able to make oath as 
to the sum enclosed. 
All shipments should be 
entered in the register 
of Money Parcels Des- 
patched, and numbered 
consecutively, as shown 
in Fig. 10. 

Notes of other banks 
not redeemed locally 
should not be allowed to 
'^ accumulate in any teller's 
£ cash. Parcels should be 
made up whenever the 
notes to be despatched 
to any point amount to 
$1 ,000 or over. In remit- 
ting such foreign notes, 
those of each bank should 
be kept separate. 

In Canada, Bank-of- 
England notes are re- 
ceived at $4.80 for each 
pound sterling. Unless 
required for immediate 
use, these should be for- 
warded to the main office 
of the bank. 

5. Cheques. — As 

the majority of cheques 



drawn In Canada are for local use mnd are usually printed pay- 
able to bearer, as shown in Fig* 11, it is not uecessBTf tbat those 
who present them be identified. When a cheque Is remitted 
through the mails, the word ''bearer" is usually altered to 
** order" for safety. This is done by striking out the prinied 
word '*bearer/* writing the word '*order" iostead and inttial- 
ing the change. AUhough cheques are printed payable to 
**bearer/' 90 per cent, are altered to '*order/' 

A cheque payable to order requires the payee's indorse- 
ment. If the printed word '*order'* is stricken out» iht 
cheque does not thereby becotne payable to bearer: the 
word *' bearer'* must be written and initialed by the drawer. 
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Before paying a cheque the teller should examine it care- 
fully to see that it is properly dated ^nd filled in, the 
signature genuine, and the indorsement in order* and ascer- 
tain that there are sufficient funds on deposit to meet it. 
Payment of cheques drawn on other banks must be authorised 
by the manager or accountant. 

The teller's stamp showing the date of payment should be 
impressed on all debit vouchers at the time of payment, and 
before any of them pass out of his hands the signattu^es 
should be canceled by a line drawm through them* this can- 
celation being entirely independent of that which takes place 
after the vouchers have been compared with the cash booL 
Where a custotner has been in the habit of sending a roes* 
senger lo the bank each week with cheques for money for 
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wages, etc., especial care should be taken to see that the 
cheque has not been forged or raised. 

Should there be a discrepancy between the words and 
figures of a cheque, the amount written in the body always 
governs. 

A cheque should never be materially altered. If a mistake 
is made, it is always advisable to make out a new cheque. 
A material alteration makes it void. A material alteration 
would be the changing of the date or the amount. 

Occasionally, complaint is heard of the difficulty experienced 
by strangers in getting cheques cashed on account of not 
being able to be properly identified. While this may appear 
to be a hardship, it is always advisable not to transact busi- 
ness with a stranger unless he has some means of establish- 
ing his identity. A banker is always willing to give a letter 
of introduction to a customer who may intend to visit some 
distant point. This letter should bear a specimen signature 
of the party introduced, which serves for complete identifica- 
tion. It may save a customer much annoyance and embar- 
rassment, and a bank time and trouble. 

For many purposes, a branch is treated as a part of the 
central institution, but in the matter of cheques it is treated 
as a distinct bank, and a party carrying on business at 
Montreal cannot draw on a branch of the same institution 
elsewhere. On application to the manager, however, accounts 
can be transferred to any point. 

6. The Canadian Act governing cheques is similar to 
that of England. Under British law, however, the party 
is not so well protected as in Canada, for the reason that in 
Canada, if a cheque is made payable to order, it will be paid 
only to the payee on proper identification. In England, a 
cheque payable to order, unless it is crossed, is treated as if 
it were payable to bearer and can be cashed by a bank. A 
crossed cheque has two lines drawn across its face with or 
without the words **and Co.** or the name of a bank written 
between them, as shown in Fig. 12. When this is done, the 
cheque must be presented for payment at some bank other 
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reconTie can be had to the ba&k. The object of rctfttirtii; 
CTOifted cheques in Rnglafid was to obviaie the danger oF 
lorgad ifidorsafntfiia* 

A bank draft it a draft drawn by one bank agaiBitj 
aocotmt in another benkp ss shown in Fig. 13. 



TItE FEDERAL BANK OF CANADA 

7b The United SMes Bank 
Basfm, Mass. 



^jLti/fJWtmim^ AccomafA 



7, ll€'c»(irai«.— The paying teller's blotter, Fig:. 14. is a 
book in which all the transactions* for the day are entered 
Chequen on the branch paid are entered on the paid side in 
the column Cheqneiii; chetiues on other Federal Rank branches 
poid are entered in the column Head Office: all other items 
paid arc entered in the Sundries column. Drafts on branches 
iold arc credited on the received side in the column headi 
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arc drawn, nor to hold over cheques received froai cus- 
tomers without the manager's permlssiioii, nor lo c^h drafts 
drawn by ofGcers of ihe bank withoul the managers fuJ] 
saoctioD. 



NOTE TEIiLER 

8. The note teller receives the payments made for 
notes and acceptances as they mature, enters all credits j 
and remittances received from branches and agents tbrotish 
tlie niail« and such items as come b'oin the ijinef office 
in coftneciion with the daily work of the branch. Re 
keeps a blotter and statement book, as shown in Fi^s. 16 
and 17. Discounts and collections due at offices of acccpi- 1 
ors or makers are presented by the messenger and, iff 
paid, the cash or its equivalent is banded to the note telkn 
The discounts and collections payable at the branch are] 
entered in the Cheques column on the paid side of the] 
blotter* 

At the end of the day« all unpaid discounts are charged t< 
the indorsers' accounts in the Cheques cohimn* if funds i4 
their credit cover same; otherwise, they are charged to I^ti 
Due-Bills account on the paid side in the Sundries coluinfi| 
The total of the discounts, as shown by the discount diaiy, 
described further on, is then credited to discounts in the 
Sundries column on the received side of the blotter- 
Collections made for branches are entered in the HeadS 
Office column; those for customers, in the Deposits cohimn^ 
and those for which drafts are issued on branches, in the 
Head-Office column^ on the received side. Items receiv 
in the mail consist of cheques from branches, parcels 
sundry cash from branches, and bank drafts, etc. in pay me: 
of items forwarded for collectiDn, etc* The note tel 
receives these, with their respective credits, and after initi 
g the slips» enters the branch credits in the Head-OfBi 
Inmn on the received side, credits for customers, undi 
iposits; and other credits, in the Sundries column. 
At the end of the day the commissions collected are 
f placing the amount on the received side of his 
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COLIiECTION CliERK 

9. The collection clerk has in his charge the local-col- 
lection register, the remitted-collection register, local-collec- 
tion diary, remitted-collection diary, and retumed-collection 
register. All drafts and notes received from branches, 
agents, and others for collection are handed to the collec- 
tion clerk, who initials for them on 
the remittance letters. He then 
stamps each one on its face with 
the collection stamp, Fig. 18, enters 
them in the local-collection register. 
Fig. 19, and numbers them. Un- 
accepted drafts are then entered in 
the messenger's book, Fig. 20, he ^'°- ^® 

initialing for them on the local-collection register after the 
date received and taking them out for acceptance. When the 
messenger returns, the collection clerk initials for all items 
in the messenger's collection book. The accepted drafts 
and promissory notes are then examined and if the accept- 
ances, Fig. 21, are in order, they are entered in the local- 
collection diary. Fig. 22, under their due date and are handed 
to the accountant, who initials for them in the local-collection 
register and files them away until the due date arrives. If 
the drawee pays cash or its equivalent, the amount is handed 
to the note teller with a credit slip, and the amount entered 
in the diary and the teller initials for it. Drafts unaccepted 
and not protestable are returned to the sender, the corre- 
spondent clerk placing his initials in the proper column. 
Those unaccepted and protestable are protested and also 
returned. 

Items not protestable are marked Np, as shown in the 
Remarks column. 

The local-collection diary has a page for each day in 
the year and the bills are entered on the pages of their 
due dates. 

All diaried items are marked off, in the column provided 
for that purpose, as they are paid or returned. 
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10, Protest of a draft or note is a declaration by a 
notary that he has presented the item for payment or 
acceptance at the place of domicile and that notices were 
sent to all parties on the bill. This procedure makes all 
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Fig. 20 



liable for the amount, otherwise only the promissor or 
acceptor is liable. 

All items received from customers and others for collec- 
tion at outside points are entered in the remitted-collection 
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register, which is the same in form as the local-collection 
register. Fig. 19, and in the remitted-collection diary, Fig. 23, 
and are handed to the correspondent clerk, who initials for 
them in the register. When a remittance is received in 




JiWi 



mil 



9 



CANADIAN BANKING 



27 



irment, a deposit slip is made out for the amount, less com- 
ssion, and handed to the note teller with the bank draft. 
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ould the item come back, it is given up to the customer 
i his receipt taken in the retumed-collection register, 
y. 24. 

CLEARING HOUSE 

!!• Clearing? houses are in operation in the chief cities 
Canada. They were established for the purpose of facil- 
ting daily exchanges and settlements between banks. 
I banks in Toronto belong to the clearing house in that 
y. It is managed by a board of management composed 
seven of the managers, who have the general oversight 
the clearing house and who make rules to be observed 
cases not provided for by the constitution. They appoint 
nanager, and the Bank of Montreal acts as clearing bank 

• the receipt and disbursement of balances due by and to 

* various banks. 

12. The following is a copy of the constitution, etc.. 

'onstitution and rules of the toronto clearing house as 
Revised and Amended, 1903. 

[. The Toronto Clearing House shall consist of all the chartered 
iks now doing business in the City of Toronto which may desire to 
ome members, and of all the chartered banks which may hereafter 
iblish offices in Toronto, and which may be admitted to the Clearing 
use by a vote of the members. 
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dlsily exchanges aod settlements Ixetipetii b«iilE5. U ^ImU no!, ti*M 
dttectly or tscttrecUy, be used as m mmmMt of obtntoing pA3^TtJc::t of nu 
Ueoi, charge or daliQ disptil^ or olijected to. It ix expre&sly a^i^^ 
that mnj bank receiviog exchanges tbroocli tJie CkokHng ffuni^e fk 
have tbe saose r%bu lo rettini asr Itei&t aimI to refuse co crrtltr tn 
SDoa wtiicfa it wotild have hajA were rise elLai}]g«s izi'a>l« <1irt?ctl\ Ik-f^.wttn 
tbe iMfiks fXMicenieti tssteaiS ol Uicoqi^ tlxc C!rann5 HoQs<r; 
DOthing in tliae or AHf futiife roles, amS tmching i^tne or rifuiUe<3 I 
be done tberennd^'. and no f alio re to cotophr tbrrvurUlit, sblkQ i 
a baak of Any rights it might have possessed had such rales oot I 
made* lo return at^y ttetu or vttti^ to credit any stim; and | 
throngli the CleaHcig Hoose ol any tlein. charge or ^alm 
deprive a bank of mmf right to leco v er back the amooat so paid 

3. The annual iveetiag of the stembers shall be held oo the third 
Thursday to January in each year. Spectnl meetings isiay be calbd 
by the Chairman or Vice-chairman whenevier it may be deeined Ofces^ 
sary, seven Eo form a qnortina, and th«! Chairman f-ltall call a special 
meetisg whenever requested to do so in writlog by thnee or i 
tnemben'^ 

4. At any meetiDg each member oiiy be rt predated by 
more of i^ officers, bnt each bank shall have one voce only. 

5. At every annual meetjag there shaQ be elected by biBot 
Board of Management eoosisting of ^^gvmi bank officers, fbor to ion 
a quorum, who shall hold ofBce until the ttext ajinual meeting, i 
thereafter until their soccessom afe appointed. I'hey Khali have 1 
geaeral o^iersight and managenieiit of the Clearing Boitse^ and iQ«y 
make rules and regulations to be observed in cases f»ol provided for 
by the Constitution and By-Laws. They shall also deal with th* 
eipenses of the Cleariu^ Hotise. and the aasesaoienti made f herefo 
In the absence of any member of the Board of llAangecnent^ he m 
be represented by anotbeT officer of the bank of which he is an offio 

0. The Board of Manage meut sh^ll, at their first meeting 
their appointment, elect out of their uwn number a Chalrmnn nud a 
Vlce-Chairtnau, who shill perfortu the duties ctistomarily apper 
to these offices. 

The officers so elected shall be respectively the Cbatrniaii and i 
Vice-chairman of the Cleariug House. 

Should the bank of which the Cta&irtnan is an officer bt i 
In any matter, his powers und duties shalL with re^»ect to i 
ter, be cjcercised by the Viee-Chairman, who shall Also exercise 1 
Chairman*^ duties and powers in his absence. 

7. Meetings of the Board may be held at such ttraes as the mem- 
bers of the same may determine. A special meeting shatl be 
by the Secretary oo the written requisition of &ny memtTer of 
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Clean ng House, for the consider ntion of at^y matter submitted by it, 
of which meeting twenty-four hours' notice shall be given: but if 
such meeting is for action under Rubs Ifi or 16, it shall be called 
immediately, 

8. The ejLpenses of the Cleating House shall be met by an equal 
assessment upon the members, to be made by the Board of Manage- 
ment, 

9. Any bank may withdraw from the Clearing House by giving 
notice in writing lo the Chairman or Secretary'* between the hours of 
1^00 and 3;0() o'clock p. m., except on Saturday w^hen any bank may 
withdraw before 12 o*clock A^ M., and paying its due proportion of 
expeuse^ and obligations then due« Said retirement lo take effect 
from Che close of business of the day on which siich notice is given. 
The other banks shall be promptly notified of such withdrawal. 

10. The Board uf Management shall arrange with a bank to act as 
Clearing Bank, fur the receipt and disburseaient of balances due by 
and to the various banks. But such bank shall be responsible only 
for the moneys actually received by it from the debtor banks» and for 
the distribution of such moneys amoiigst the creditor banks, on the 
presentation of the Clearing House Certallcates properly discharged. 
The Clearing Bank shall give receipts for balances received from the 
debtor banks. The Board of Manageoient shall also appoint & 
Manager of the Clearing House. 

IL The hour for making exchanges at the Clearing House shall 
be 10 o* clock a. m. precisely, except on Saturday, when it shall be 
9:1^ o'clock A. M. precisely. The balance due to or by each bank 
shall then be settled and declared by the Clearing House Manager, 
and all debit balances so declared » or, if the clearing statements are 
readjusted under the provisions of these rules, the debit balances 
then declared must be paid into the Clearing Bank tietween 12 and 
12:30 o'clock of the same day, and between 12:iJ0 and 1 o*clcM:k the 
creditor banks shall receive from the Clearing Bank the balances duo 
to them respectively, except on Saturday, when the debit balance must 
be paid into the Clearing Bank between U and 11:30 o'clock of the 
same day, and between 11:30 and 12 o'clock the creditor banks shall 
receive from the Clearing Bunk the balances due to ibem respectively, 
provided that the balances due from the debtor banks shall then have 
been paid, but no credit balance or portion thereof shall be paid until 
j all debit balances have been received by the Clearing Bank. Balancea 
shall he paid in legal tender notes of large denominations. 

Should any bank make default in paying to the Clearing Bank its 
debit balance within the time fixed by this rule, such debit balance 
and Interest thereon shall then be paid by the bank so in default to 
the Chairman of the Clearing House for the time being, and such 
C half man and his succes^sor iu office from time to time shall be a 
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creditor of and entitled to recoirer the said debit batance and intt 
thereon from the defaulting bank. iStich balances, wheo received b|| 
the said Chairmati or his succeii&or io oflice* shall lie paid by him l4 
the ClearJni^ Bank for the benelit of the banks etttitltfd thereto. 

12. in order that the clearing statements may nut Im unneccflsarliy 
interfered with, it is agreed that a bank object mg to any tiem deliv- 1 
ered to it through the Clearing House, or to any charge against ii in 
the exchanges uf the day» shall, before notifying the Cleanng Houfe 
Manager of the objection, apply to the bank interested for paynietti of 
the amount of the item or charge objected lo, and such amount shal) 
thereupon te immediately paid to the objecting bank. Should »util j 
payment not be made* the objeclmg bank may, before l>ut not after] 
12 o'clock noon, notify the Clearing House Manager of such objeclioi 
and non-payment, and he shall thereupon dednct the said amount 
from Che settUng sheets of the banks con cerned and readjust the clear- 
ing statements and declare the correct balances in conformity with the 
changes 80 made. Buti nolwtthstanding that the objecting bank mayj 
not have so notified the Clearing House Manager, it shall be the duty I 
under these rules of the bank interested to make such payment oftj 
demand therefor being made at ai:y time up to 3 o'clock, and on 
Saturdays up to 12 o*ciock; pinvided, however, that if the objection is 
based on the absence from the deposit of any paricel or of any cheque 
or other item entered on the deposit slip, notice of fiuch absence shall 
have been given to the bank interested before 12 o'clock noon; the 
whole, however, subject to the provisions of Rule No- 2, 

13. All bank notes, cherjues, drafts, bills and other items (hereafter 
referred to as •Mtems**} delivered through the Clearing House to a 
bank in the exchanges of the day, shall be received by such bank ai a 
trustee only, and not as it» own projjerty, to t)eheld upon the following 
trust, visE.r upon payment by such bank at the proper hour to tlii 
Clearing Bank of the balance (If any) against it, to retain &uch liemi 
freed from said trust; and in default of payment of such balance t«j 
return immedialely and before 12:30 o'clock i'. ai., on Saturdays befoi 
11:30 o'clock, the said items unmarked and unmutilated througli 
the Cleanng House to the respective banks. And the fact that anf 1 
item cannot be so returned shall not relieve the bank from the obliga- 
tion to return the remaining items, including the amount of the bask*s 
own notes so delivered in trust. 

Upon such default and retttm of said items, each of the other 
banks shall immediately return all items which may have bcei^ 
received from the bank so in default, or pay the amount thei«of 
the defaulting bank through the Cleanng House. The Items returntd 
by the bank in default shall remain the property of the respectiv 
banks from which they were received, and the Clearing Honse Man- 
ager shall adjust the settlement of balances anew. 
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A bank receiving through the Clearing House such items as afore- 
said, shall be responsible for the proper carrying out of the trust upon 
which the same are received as aforesaid, and shall make good to the 
other banks respectively all loss and damage which may be suffered by 
the default in carrying out such trust. 

14. In the event of any bank receiving exchanges through the 
Clearing House making default in payment of its debit balance (if any) 
then in lieu of its returning the items received by it as provided by 
Rule 13, the Board of Management may require the banks to which 
the defaulting bank, on an account being taken of the exchanges of 
the day between it and the other banks, would be a debtor, in propor- 
tion to the amounts which, on such accounting, would be respectively 
due to them, to furnish the Chairman of the Clearing House for the 
time being with the amount of the balance due by the defaulting bank, 



No. 20. 

FROM THE 

9thnni iBattk of CHanada 

TO 



BANK 



$- 



Pio. 25 

and such amount shall be furnished accordingly and shall be paid by 
the Chairman to the Clearing Bank, which shall then pay over to the 
creditor banks the balances due to them in accordance with Rule 11. 
The said funds for the Chairman shall be furnished by being deposited 
in the Clearing Bank for the purpose aforesaid. The defaulting bank 
shall repay the Chairman for the time being, or to his successor in 
o£ce, the amount of such debit balance and interest thereon, and the 
said Chairman and his successor in office shall be entitled to recover 
the same from the defaulting bank. Any moneys so recovered shall be 
held in trust for and deposited in the Clearing Bank for the benefit of 
the banks entitled thereto. 

15. If a bank neglects or refuses to pay its debit balance to the 
Clearing Bank, and if such default be made not because of inability to 
pay, the Board of Management may direct that the exchanges for the 
day between the defaulting bank and each of the other banks be 
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Bank of MoDtreal 

Canadian Bank of Commerce 

Merchants Bank of Canada 

Rk. of British North America 

Bank of Nova Scotia 

Molsons Bank 

Bank of Toronto , 

Ontario Bank 

Dominion Bank 

Imperial Bank of Canada ^ 

Standard Bank of Canada . 

Union Bank of Canada . . 

Traders Bank of Canada . 

Bank of Hamilton 

Bank of Ottawa 

Quebec Bank 

Sovereign Bank of Canada 

Metropolitan Bank 

Royal Bank of Canada . 
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eliminated from the Clearing House statements, and that the settle- 
ments upon such exchanges be made directly between the banks 
interested and not through the Clearing House. Upon such directions 
being given the Clearing House Manager shall comply therewith and 
adjust the settlement of balances anew, and the settlements of the 
exchanges so eliminated shall thereupon be made directly between the 
banks interested. 

16. Should any case arise to which, in the opinion of the Board of 
Management, the foregoing rules are inapplicable, or in which their 
operation would be inequitable, the Board shall have power at any 
time to suspend the clearings and settlements of the day; but immedi- 
ately upon such suspension the Board shall call a meeting of the mem- 
bers of the Clearing House, to take such measures as may be necessary. 

17. The Constitution and Rules of the Clearing House may be 
amended at any meeting of the members, provided that not less than 
two weeks' notice of such meeting, and of the proposed amendments, 
has been given. 

13, The teller and a clerk do up the cash, cheques, etc. 
separately for each bank, the cash by itself in a sealed 
envelope, and then that envelope and the cheques, together 
with a deposit slip showing the make up of the parcel, in 
another sealed envelope, and a slip, Fig. 25, showing the 
total amount is pasted on the outside of the envelope. 
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Fig. 27 

A delivery list, Fig. 26, is then made of all the parcels, and 
is handed to a clerk, who with the messenger delivers the par- 
cels at the clearing house at the hour named. A clearing clerk 
is also sent to the clearing house by each bank, who hands the 
manager a slip. Fig. 27, showing his bank's deliveries, and 
then takes his place at his wicket and receives the parcels 
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Clearing houses were established in Halifax in 18^7: in 

Montreal in 1889; in Toronto and Hamilton in 1891; rn 
Winnipeg in 1893; in St, John In 189B; in Vancouver and 
V'ictoria, British Columbia, in 1898; in Ottawa and Qnebec 
in 1901; and in London, in June^ 19<)2, The transacliom 
recorded are: 



C{tl«ft 


tsot 


19M 


una 


"*< 


Montreal . 
Toronto , 
HahfuJC . 

Kami) ton 
Winnipeg 
St. John , 
Victoria . 
Vancouver 
Ottawa . . 
Quebec 
London . 




1 

aS9<486,9i5 

599.3SS.&71 

87,148,064 

4^.554*033 
134,199,663 

40,94i.259 
30.f^7*3J5 
46,738*805 


$ 
1,098,970,000 

&09,078,ooo 

88,533*307 
45,965.217 
188,370,003 
43,434*175 
aS,s8o.754 
54,467,549 

96,447.290 

73.347-34' 

•19,940.167 


t 

I|it3*978,i*^ 

808,748,260 

93-349^^33 
53,419,704 

346,108,006 
49,OI3.4«^7 
30,818,438 
66,215,765 

106,083,750 
88.329,358 
4a.i48,58t 


1 

1 »a6$,o67.0QCk 
^43,097.066 

90* H 5,7*3 

59,oo3«D£t 

S94,6«>f,457 
5l,43t,S5i 
33,070,009 
74,a»9,9i» 

1^.637,586 

79.S43tO*7 
4S.SS3»t30 


Total . , . 


1.871,061,735 


3tS4^*0«3.S03 


3,698,913,953 


3,795.440,879 
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LOAKS AJSTD DISCOUNTS 

15- Where banks are large and have branches scattered 1 
throughout the country, there is a perfect system of collecting 
the savings of the people and placing them at the disposal 
of the borrower- Banks with branches in the maritime 
provinces, where the savings largely exceed the needs of the : 
local business, gather up the savings and utilize them ial 
parts of the country where they are needed, and in this way 
the borrower and lender are brought together and the interests 
of both are served. 

It is the policy of Canadian banks, without regard to the I 
rates of interest, to Care for the wants of their custoiuers 
before those of other borrowers, and no customer who is in 
good standing and can furnish adequate security need be 
without funds to properly handle and develop an enterprise. 
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If a borrower in a small town wishes an advance, he makes 
application to the local manager, who submits it to the general 
manager and through him to the directors. If the advance 
is made, the local manager takes the collateral and gives the 
borrower the bank's draft on the point where the money is 
needed, or if required for local use, the notes of the bank. 
Thus it is that the large institutions, with their large capital, 
reserves, deposits, and the ability to use notes to the amount 
of their own capital can offer their customers facilities for 
business that can be had in no other way. Customers* bor- 
rowings in Canada, exclusive of call loans, amount to about 
80 per cent, of the total loans. 

A bank deals in money much the same as a merchant 
deals in goods. It sells the use of money at a stipulated 
rate per annum, its success depending largely on the character 
of its loans, discounts, and investments. Its funds must be 
employed in a safe and remunerative way, and since it is the 
use of its deposits as well as of its capital and reserves that 
enables a bank to pay interest on its deposits (about 66 per 
cent, of total deposits bear interest) to pay the expenses of 
operation, to make returns to its shareholders, and to build 
up a strong bank by adding to its reserves from its profits, 
it is essential to thQ success of a bank that it have borrowers 
as well as depositors. About 10 to 15 per cent, of the total 
loans of Canadian banks are made in New York and else- 
where outside of Canada, the loans in New York being made 
by the manager of the local branch or by an agent in case 
there is no branch there. Loans in New York are of two 
kinds, those payable on call or demand, called demand loans; 
and those payable at a fixed date, called time loans. Both 
are usually secured by collaterals, that is, the borrower in 
addition to giving the bank his note also deposits some form 
of collateral security. This security is usually railway shares 
represented by certificates in negotiable form or railway 
bonds, both of which must have a ready market on the New 
York Stock Exchange. Such loans are generally made to 
firms in which there is a partner who is a member of the 
exchange. Even the smallest of such firms has a certain 
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financial standing because a seat, which is a term osed 
denote a privilege on the floor of the exchange, commands 
very high price and is absolutely at the risk of the busitjen 
except that any contracts of the firm made on the exrhacge 
are a first lien and tntist be sati!>fied before other credjcori 
participate. In case of failure, the seat tm sold to the 
highest bidder, provided that he is satisfactory to the gov- 
erning conimittee. Beats have been sold al prices abave 
$80,000. 

LoanH are generally made on the floor of the ejccbaiige. 
where there is what is called the *' money crowd*' and moi 
is offered and bid for in the same way as stocks. A broki 
acting as agent for the lender offers any part of, say, fSOOj 
and other brokers acting as agents for borrowers take all or 
some part of it at the prevailing rate. 

The loan is then made up in the broker*s office, with a I 
of the securities noted on the outside of the envelope* 
which is also written the name of the borrower and the ra 
of interest to be paid. No loan is made on a margin of less 
than 20 per cent.; that is, a borro%ver must offer as collateral 
for a loan of $50,000 marketable securities having value of at 
least $60,000. When the contract and securities for the loan 
are presented by the broker to the lender, they must be 
entirely satisfactory or the loan can be refused. 

Such loans are made from day to day, the borrower of 
today having the privilege of paying the loan any ti 
before 1 o*cloclc tomorrow. The rate is subject to chan; 
daily. Occasionally, in times of panic, money becom 
almost unobtainable and exorbitant rates prevaili soi 
times reaching 100 per cenU per annum. At other ilnn 
money loans as low as 1 per cent., the average being aboi 
4 per cent. 

The legal rate of interest in New York is G per cent, (i 
Canada 5 per cent.), but this does not apply to call loans 
If), 000 and upward s* and any rate agreed on by the borrowi 
and lender may be paid. It is always necessary to carry «' 
certain amount of ready money over and above the cash 
reserves and these loans answer that requirement. 
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In large Canadian cities like Montreal and Toronto, loans 
on stock-and-bond collaterals are not as available as in New 
York on account of the small stock market and the limited 
offerings of new call money by banks. Experience has 
shown that this method of lending in the United States and 
Canada is one of the safest, and millions are employed annu- 
ally without the loss of a dollar. The securities on which 
the broker borrows belong to his customer and the broker is 
protected by a margin from his client. The bank, therefore, 
has the credit of the borrower, a margin of 20 per cent, over 
the amount loaned, anJ a note or hypothecation, which gives 
the bank the power of selling the securities deposited if the 
broker does not respond promptly when the loan is called. 
This is seldom resorted to, as, in case of the failure of the 
broker, the receiver or assignee, acting under the direction of 
a Court, is glad to pay a loan in order to receive the equity 
of 20 per cent, over the amount loaned, to be applied on the 
claims of the general creditors. 



Fig. 31 

16. A promissory note is an unconditional promise in 
writing made by one person to another signed by the maker, 
engaging to pay on demand or at a fixed future time a certain 
sum in money to a specified person or to bearer. Fig. 31. 

17. A draft is an unconditional order in writing addressed 
by one person to another signed by the person giving it. 



a whom It is addressc 
demand or at a fixed future time, a certain ^um in ipoiiej to 
a specified persoo or to bearer. Fl^. 32, 
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18. I/oatis are bllU that are accommodation for the 
customer; i. e., a customer's own note with or without mi 
indorser would coma under this headtag. 



I 



DISCOUNT CliERK 

19. The discount clerk has the following books in his 
charge: loan register, trade bills discounted register, trade 
bills discounted remitted register, trade bills discounted and 
loan diary, trade bills discounted remitted diary, discount 
blotter, collateral bill register, warehouse receipt register, 
collateral security register, past due bills register, liability 
register, call loan register. 

Trade bills discounted are the notes and drafts payable 
in Toronto that have been discounted by the branch. Trade 
bills discounted remitted are those that are payable 
elsewhere. 

Drafts and notes offered for discount are passed by the 
manager and handed to the discount clerk, who sees that 
they are in order; they are then sorted into loans, trade bills 
discounted, and trade bills remitted. One of the bank's 
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Stamps. Fig. 3S, and the due date is 
of each bill, and the trade bills dis- 
counted remitted are indorsed as 
in Fig. 34. The bills are then en- 
tered in their respective registers, 
Figs. 35 and 36, and the discounts 
and commissions are then deducted 
and the total proceeds entered in 
the discount blotter, Fig. 37* {The 
loan register and trade bills dis- 
counted register are idenltcaL) 
They are then diaried under their 
respective due dates, the diaries, 
Figs, 38 and 39, having a page for 
each day of the year. The due date^ 
of a draft drawn at sight would be 
estimated, so many days to reach its 
place of destination plus 3 days of 
grace allowed jji Canada* When 
loans or trade bills mature, the items 
for that day are handed to the note 
teller and the total of the day's bills 
in the diaries is credited to Loans or 
Trade Bills Discounted* 

Trade bills discounted remitted 
returned unaccepted are marked off 
in the diary "Ret'O 1^ /' 



then placed on the face 
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PAY TO THE ORDER OF 
Any Bank or Banker, 
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credited to Trade Bills Discounted Remitted, and charged 
to the customers* accounts. 

Trade bills discouiiied remitted payable at branches when i 
due are debited to the branches and credited to Trade Bills ^| 
Discounted Remitted. If unpaid, they are debited to the 
customer and credited to the branch. 

Trade bills discountad remitted for others than branches, 
which have been accepted, are left in the diary umilJ 
paid or returned unpaid* If paid, the draft received is 
handed to the teller together with a credit slip crediting I 
Trade Bills Discounted Remitted; if unpaid, they are] 
charged to the customer and credited to Trade Biilii 
Discounted Remitted. 



DISCOUNT BLOI IbH 
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It sometimes happens that when a bill Is unpaid and the 
customer has no funds it is placed in Past Due Bills, entered 
in that register, Fig, 40, and charged to that account and i 
debit slip given to the note teller. 

The discount diaries are balanced once a month by addioi 
up the outstanding items on each page and placing tlies^ 
totals in the balance book one under the other« The total ol 
these should agree with the balance as shown in the respectiire 
accounts in the general ledger. 

On balance days, the discount blotter is ruled off and added 
up and the total ascertained. The three registers described 
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are ruled off and added up in tbe same way and sopposii 
the totals of these show as follows: 





Ammmt 


Dtic^ont 




PrMMdi 


Loans .,...»,.., 

Trade bUU . 

Trade hills remitted . . . 


t|O00 

i3»aoc» 


ISO 
as 


KflS 


975 

4 




^,000 


S99 


l.ts 


«»*«JTS 



Entries will be made m die Journal as follows: 
Dr. Loans ..,..,.,.. $10,000 
Trade bills discounted , , . . UOOO 
Trade bills discounted remitted 12,000 
Cr, Discount account . » < 

Inland Excbang:e accotmt 



Current accoutits 



132,623.75 



20« Colluteral bills consist of those drafts and notes 
held hf customers and lodged by thetn with the bank as col* 
lateral security for the advances it has made to thens. They 
are entered in the collateral hill register* Fig, 41, and are 
treated in the same way as remitted coUecttons, and after 
being registered are entered under their due dates in the col* 
lection remitted diary already described, if the bills are paid, _ 
the amounts are credited to the customers' collateral Oiccosinii^fl 

21. Warehouse receipts for ^oods. Fig. 42, are also 
taken as security and are entered in the warehause receipt 
register, Fig, 43, together wilh fire-iusaraiice on same. 
Other securities such as gtiarantees, bonds, etc* are entered 
in the collateral security registert Fig. 44- 

22* I^etters of hypotliecatloti are taken for all sectiri^^ 
des lodged with the bank. Those for collateral bills art f 
showTi in Fig. 4d» those for stich collaterals as bonds, etc., 
in Fig* 46, and those for warehouse receipts, in Pig. 47, 

23. The Uablllty led^eer. Fig. 48, shows the liahilitiei. 
of each customer on loans and trade paper* A c 
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number of pages is given to each account and each day it 
is posted from the discount registers. The trade bills are 
placed in the first columns and the loans in the second 
and the balance extended exactly like a current-account 
ledger. Each account is daily credited with the bills fall- 
ing due as taken from the loan, trade bills, and trade bills 
remitted diaries. The result is that the clerk can tell at any 
time the total amount for which the customer is liable. 
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Fig. 42 

24, Call loans are loans made to brokers, against the 
security of stocks that are readily salable. The bank may 
call for payment at any time. Jones Bros, apply for a loan 
of $5,000 against the security of 100 shares Canadian Pacific 
Railway stock, which is worth, say, $125 per share, or $12,500. 
They sign a call-loan letter, Fig. 49, by which they promise 
to pay $5,000 and interest and hypothecate the stock. The 
$5,000 is credited to Jones Bros, and debited to Call Loans. 
When the loan is called, the interest is made up and added 
to the loan and a cheque asked for. When payments are 
made, they are credited in the Credit column shown in Fig. 50. 
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To 



The Federal Bank of Canada 



The undermentioDed . 
(aod tny renewali, extentiont or tubttitutions therefor) i^ lodged with OC 1 
It CMMII at a general and continuing collateral security for the due payment of all 
advances made or to be made to'^by the said Bank and of all 'pliabilities present and 

future to the said Bank, interest at the rate of per cent, per annum computed in 

the said Bank's usual manner, costs and expenses; and the uid Bank is hereby authorized 
to realize all such securities as aforesaid in such nunner as it may elect and without notice 
to or any forther consent of the undersigned in the event of any default in the payment of 
the said advances, liabilities, interest, costs and expenses, the proceeds of bills or notes 
discounted foi^ to be considered as advances within the meaning of this instrument. 
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HYPOTHECATION OF WAREHOUSE RECEIPTS TO SECURE 
BlIiL.8 OR NOTES 

In consideration of Oif» JTrilriral Sank of dUumi* discounting the 
following bills or notes for the undersigned, viz.: 



Describe the 
Bills or Kotes, 



the following Warehouse Receipts are hereby deposited with the said 
Bank as security for the payment at maturity of the said bills or notes 
or renewals thereof or substitutions therefor and interest thereon at the 
rate of per cent, per annum. 



Describe 

Receipts and 

Mention 

the Goods. 



rr=- agree to insure the said goods against loss or damage by fire • to 

the extent of the advances thereon or to their full insurable value and 
to assign the policies therefor to the said Bank, or to' have the loss 
made payable to it, at said Bank's option. If such insurance be not 
effected and maintained punctually the said Bank may insure and hold 
said goods as security for premiums paid and interest thereon. 

Should the said bills or notes, renewals or substitutions, or any of 
them not be duly paid at maturity, the said Bank is hereby authorized 
to sell or dispose of the said goods, wares or merchandise, or any 
portion thereof, in such manner as the said Bank may elect, and with- 
out notice, protest or other proceedings, - - hereby waiving the same 
and any other notice provided for by section 78 of The Bank Act, or 
otherwise, and - - hereby consent to such sale without notice. At any 

such sale the said Bank shall have the right to purchase the whole or 
any portion of the said goods, wares and merchandise. 

The whole without prejudice to the said Bank's legal rights and 
remedies upon the said Bills or Notes. 

The proceeds of such sale or disposition are to be applied towards 
the payment of the said bills or notes, renewals or substitutions, 
interest, costs and expenses, and the surplus (if any) of such proceeds 
may be applied by the said Bank towards the payment of any other 

debt or liability due by — to the said Bank. 

The present market value of the said goods is 

which value — engage to keep up and in the event of the margin of 

security afforded by the market value for the time being of the said 

goods at any time becoming less than per cent, in excess of the 

amount for the time being of the advances thereon, interest and costs 
(whether by decline in the market value of the said goods as quoted in the 

ordinary newspaper reports or deterioration or otherwise) — agree to 

make good the difference to the satisfaction of the said Bank forthwith 
either by depositing other approved security or paying off such part 
of the said advance as the said Bank may require; in default whereof 
the said advance and interest shall become immediately due and pay- 
able. The said goods are free from any mortgage, charge or lien. 

Dated at this da^ ol V^ 
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The undersigned hereby acknowledge to have 
received from QU;^ Iftbttul Vattk of (Sanaila, 

Dollars 

as an advance which sum is repayable. 



«» i» ^ ^ ^ 



d c4 
(O £/} 



and bears interest from this date at the rate of 
per cent, per annum. 

The securities mentioned in the Schedule hereto 
have been transferred to the Bank ^or to one or 
more of its officers in trust, as collateral security for 
the payment of the said advance and interest, and 
the Bank is hereby authorized to sell and convey the 
said securities or any part thereof from time to time 
at such times and in such manner as the Bank shall 
elect as well as upon default in the payment of the 
said advance as in the event of the security depre- 
ciating in value to the extent of per cent, before 
the maturity of the said advance. The Bank may 
apply tne proceeds of any such sale in or towards 
payment of the said advance and interest costs and 
expenses. 

Any sale or conveyance hereunder may be made 
without notice to the undersigned the same hereby 
waiving all and every formality prescribed by law or 
otherwise in relation to such sale or conveyance. 
For the purpose of any sale and conveyance here- 
under the Bank through any of its officers or 
employees is hereby authorized to fill up, execute, 
seal and deliver all necessary transfers and powers 
of attorney with and in such names and in such 
manner as may be thought best by the Bank. 

The Bank is hereby authorized to collect and 
receive any dividends or interest payable in respect 
of the said securities and to apply the same in or 
towards payment of the said advance and interest 
costs and expenses. 

The Bank is authorized to retain and use the 
said securities (or any substituted securities) as 
collateral for any other indebtedness, present or 
future, of the undersigned to the Bank. 

Any security which the Bank may allow the 
undersigned to substitute for the scheduled securities 
(or any substituted security) shall be held by the 
Bank subject to the same terms and conditions and 
with the like powers and authorities as are herein 
expressed concerning the scheduled securities. 



-[seal] 



Pig. 49 
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CANADIAN BANKING 

(PART 3) 



OPERATIONS— (Continued) 



EXCHANGE CliERK 

1. The exchange clerk makes out all deposit receipts, 
the drafts on branches and correspondents, keeps the neces- 
sary registers, and also has charge of letters of credit and 
exchange purchased. Fig. 1 is a draft on the Glasgow 
Bank, London, England; Fig. 2 is a draft on a Federal Bank 
branch; Fig. 3 is a deposit receipt; Fig. 4 is a draft register; 
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TORONTO, 190_ 
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(pHlanaaeY 

% THE GLASGOW BANK, fi / . 

^ London. Engl.nd " jA^Ottutant 



NoTB.— These drafts are always issued in duplicate. 

Fig. 1 

Fig. 5 is the deposit receipt register. All requisitions for 
drafts and deposit receipts, Fig. 6, are handed to the 

Copyrighted hy InUmatianal Textbook Company. Entered at Stationers* Hall, London 

230 
176—24 
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2. Deposit receipts usualljr bear interest nt (be rate of 
3 per cent, per antium. Such deposits are ' * - only alter 
notice, as shown in Fig, 8. A bank selu Purees this 

provision, however* because when the deposit ts witbdrawn 
before the fixed time the depasitor forfeits the tntereit 
Deposit receipts issued by Canadian banks are '*iiot nego- 
tiable'* and always bear those words. To insure idetiti^ca* 
tion, a specimen of the signature of every person obtaintikg 
a deposit receipt should be placed on the counterfoil (stab) 
and a brief description of the person also entered ibereoo. 

At the time of payment of a deposit receipt, the interest 
is added to the principal and the total sum, expressed in 
words, together with the date of payment, written in ink 
across Ihe face, the signatore of the manager and accoimtant 
beiQg at the same time carefully defaced. The deposit 
receipt is then entered in the Paid column of the register 
and filed awmj in otunerical order. 

Calettlalloiis ol imerest are diecked prior to tbe payment 
and the deposit receipt is comiMied with the stub, such com^ 
pftrisoo being attested by the taitials of the person making it. 

In the event of a deposit receipt being tost, before pay* 
ment is made« it is itsaaJly required that tbe persoo fntntsh 
a bood itiaranteed tqr two respoosihle persotis* II is not 
n e ces g ar y to tssve a diqilicate, A deposit receipt is not paid 
hf aaolher branch except by cfirectioci of the inning branch. 

If^ owtac to sooe eiTort « receipt ts caoceied and there- 
fote Qol is^ied^ ii slKHild oot be d^troyed, bat Bed away In 
t mtnerka l ot^r with the pud receipts, 

DepoM receipts axe balanced mooihiy m a book provided 
for the p ttrpose; the mmaimt wad smoani of eacii receipt is 
entir«4 md Ike aiiKMDls added. The lolml ilfecmSd a^ree with 
Hie eeaeral ledsv bafamoe of < 



i 



clerk also has 
ie;gt$t^. Fig. ^ 
la a dra;s drawn 



or 



of the liOis 



a firm in Eai^laM* 
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By documents is meant a complete set of shipping docu- 
ments, with invoices, etc. These are attached to the draft 
and a slip is also appended, notifying the foreign correspond- 
ent whether the documents are to be surrendered on accept- 
ance or payment of the draft. Specific instructions must 
also be written on the letter accompanying the draft. In 



X^^!^i^^y days iifitr^^^^^Lms ORIGINAL 

of Exchange {duplicate uapQiif) pay to the order ^ f "^r^L^ ^^^^^^ 

Stei^ing vaiue rKtitxd nfhich piace to accoaift of 



£i^£iX^ 






MX 

a. 

D 



^ days ^JIer,k^£^d^fmipUPUCATE 

0/ Bxchange {original unpaid\ pay to the order ^^ZZe/^^^^-^^ — 

Steriisp uafw mefved u^ich ptacw to acc&^nt of 
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handling documentary bills, care should always be taken to see 
that the drawer deposits with the bank a form of hypoth- 
ecation, Fig. 10, by which the goods are pledged as col- 
lateral to the draft until the amount is paid. In order to 
save the trouble of making a hypothecation for each trans- 
action, where many bills are purchased from a customer, it 



eANK OF SCOTLANO 

LONDON 



^^^ 



^^^^ 



. tATC Hut d^f Kid 10 Dt Wm^ iHt# \ 



.£a$imi 




u ipcrifieil in iba Bill of Lddnf Kenvitk hmH .J^X-- ^mm ■pai mi, 



^^^^^^. 



KR^iuiK be Miiilictory (» yo«t yoia tbill fivt up tbf Bill «t 

-'^""^^^^ ~ wttliflnal ^tjUfdiCt ifl JDKT 

be Mt pud at ntituriij. But ^ tlic ukl ftOl be aei 



i>id Btil ti Ev»st* ^ KM4«il 



tf tbc sol iT £Kb^t 

er b« BR yo^it 



pk« i^ *«id tbe MnPtrbasdiK thrrfrin ipceifiod, b tbc biadt «1 }«sr Brelicr^ j^ wS*. mnI «fli# 
iftll bntunyt Bad csLfMOjir, taclnding comniwwcu lor saW tnd [oa^ntAe, t^i tfpl y iltc i>rt pcrtmli bs 
AT tsttudA ^^mcel of tli« BiU o( Ex«1hd|;<, A«ttaauB| Iq CM fUCNt iHi «t C l i ' li * '<« ^ tv^ i 
»By; tf , bowcfrer, tJk» art ptocccdi ibould be tnsnficicBf^ "^^"Z- boefaj agrtt «a p«)r tic mmsv^ ^ ^ 

iMky ef Mirioe IniunDix « tbe UcTdasdut iped^ ta tit B9I «f Lld^ dM) W «dtfMi 1» l<^^J 
iwl ia dtftoli 0t »w]i «i4icik0ci^^ y«4 are a^tborbed to dTvf « aptcial ^aanmett ler tbt eaM «f «k^9^| 
yon ilull bav« a apecial Hub on tbc Ucrciuadue and tbc procndi «l Ut «l3c- ^^| 

frtiil^ M-a M i-Hrnrti rf ■■! iirf f ■n ww iijm ilmliii ■YiiumIijIi i' li iiii 'i ^ " * ,-— ■>, -^^.^^|.^-l il 




B4NK or SCOTLANO 

|jOHt»ON 



.ISO^ 



-^^^ 



■^^ ^ - 



JhMwt tbis daj ten toOtl 







*mm,£a^imM 



- afMMt a tbipotM df "l^/^iim^ 7^(7 ^ -Aij/^J 



. aa ipccificd in (br Bill at Lidiaf btnwitb. 
bmby ifm witb Ol fiiWtf iltf H eWtt* tbat if tl» aud Bill of 
■enptaaci Ik aaiiaficlorjf' ts jpou, yon tball five np ibe Bill <af Lading to 
— ~ ~ ^^ tntbost pnjiidk* to yotr noant tfitsi 

bt ani faid at maiariijr. Bui iJ tbc aaid Bill be act accrpled la 




inaturiTy^ yifli sit b«f^ ««itfaon»d lO' ntai£ tb« BUI ^jf LtdtuCt and at aajr liiDt!, at yw diao^daA, la 
ptaev ti« and tbc Mefcbandiar tbcreta ip«ct$«d, in Lbe baada of jntnr Bri1b», lor ial«. tad alter dbiasxnf 
■U brebcCBft ted eapT>i>» ijaclLidiajE «Di8tai«d^j for £«k as4 fuarajit^, (o apply tbe act fnoab («^ 
or l0«wda pafwal irf tbe BiM «f E>di^«e, Kt.>uDtrDf x^ Oft fiWttf H* «! EMi C«r tbc JWptm f 
tmyi if, bo i n * g» lb* &k pmn«dfl ibotild bi iniD^drat, =C*TE- bcrcb^ afrer is pay tbc aiawKt «f Aa 
4cieieae|' la CBt filOtf iMl «t CMML ^ detaand. And funber, .^GfifEf H<w tb*t € n^vlnl ibt 
Mkyfll Htfser laanraaee oti tbc M^rtnti^diiie r|Kn^ ta ibc Bill «l Ladttg«b«ll be aia%Ba| |» jw^ 
aad te icfi^lt dt iticb BMUftiiDcat, y<gii tie aistbcKmeti \a cir«rt a tpeeiaj jftaof^m, hm tbf amU «f ailbd 
yvH aball ban a ipeciil lies qq tbe btavfaaadiae and tbe procecda <d itM aaJle. 

■ii|r i _^ * ■>- i^^Ljomm*'^ .^ Mil- ^' s«L |4»4Hna ittiP** f** ■Ji i nj 1 t«if if h i mw i i* «b4. *viahkriaHiA tf mt felikf J«M I 

Yo<ui g&pefsfaHj, 



Wv^. It 





^ 

The Federal Bank of Canada 



to accejit ttiuici t^ cudiL to «a(iM on wm* at ^/7 f^^^/^ uaM, /oi accotmt o( 

.yrrAn::^^7f^cc^hJ^t^^ ^c^^t'tTT^^tir^ /oi oim* bum oi mmiu 

^^ ^ • /? / / 



P^milk ^"iim^ to te ukd qS-^^C^^ way Jiuol [oi tA« jioyment o[ (TOy^a^ 

tA< ^UWM« coftt o[ :^ -(^^^gz^t^ 

^ to le jvaufcokd foi account o| 

T^^^^LdJ^^ lf ^ ^ r^ ^'; ^ y^^ anJ to (e ftmicd to 

^te ^jiments must le comjvJeted oivJ t/ie iiWi dlaum on oi ^a^ - - - 
"^ - and odwce tneUof yiven to you In oityinol and dukucate, kica ad«(c« to (e 

occomjianifd ty^t of /odiny flfffd ujv to otdei o( The Federal Bank of Canada, 

wtt^ atbtlact of invoice indoUcd t^on» |ot tite jiiojuity ^jijud oi aLve. ^H t(« 
iBi(& of ixidino ii^d, excejit tae one knt to u^ oy tie «e&Mi caUytna tne eat^ and 
t^ one detained ty tIte ^jitoin of ilie kitd veMet, aU to (e foUDatded diuct to you. 
^j'moi invoice to «e fottoatded to ^ jiloWy ceitijud. 

Uu tiK^ dloum undel tnii ctedtt to jjate on tAeii fact tnot tney ate diown.undei 

The Federal Bank of Canada, _i-i^=z!222a^^^udit (^o._: 

^nd we fceuty aylte toit^ tAe duu»tU, indolkU) and tona=fide L(deU of ^t(b 
duucn in comliiiana wita tae tain& of tni^ ^ledit, tAot the 6ame slaft {e duty ^noud 
on lilckntation at yout office in ^London. ^n^UMce in oldei at -^^^^^^<^fg>^<^ 

^oi The Federal Bank of Canada. 



^01 Z^r?o/- (jnianojei 

- ^Iccountant 
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oAif fhlf_ 



^-e*^ , 



Mmtmg nemad from yem llw iMtr «f Cridii of wktek a fmr eefy if «ip llf 



^agrrf wth )>v>ii U> prmmi* in tvifintf d^^ pftmma Utthtn 



i>J iii€ BiiiM draam m mrtw tiiff^t mgUmnf fnmit « Cart, afr t« biila 0m Latdtm, *aft!«f«rt(*y^ 

l& pern, at met aatditig Hiciy days' a^t, and iitdm-trd fr)r._^^^^ M Huvf ikt ^]r- 

mrni of ffcf fomw vt'rJiXu^^ p*^ 4vkJ. tmtmtwu-m ^aiii intfrttt at JurrvHti/irr 

tjjginmt fiik 9} firt pf i»^ of/ pfpptrty putckusfd m tkt^fmi pummm *t> mhsE jLt**^ tf/ Tf^if. 
IN Cmpdiiitfi satt^a£i»y io yom^ 

^'^ .ijf ,..^ rJ^^ y// proftrty ii$fkLk tkoU be f^ncluMid 0r dwffKf 1 
tkf smd Cndil nntl m ctmiphatut mth tht tfrmM ihawaf, ikf BtUt t^ Utdtrng tVnv/, ^ Pal 
fff tniMfnm* ihirtvim, ^v^i tkf wk&k af tkt prtKfedi thffi\i. dtatl br and ihty Sfw kch/hy pkdpd 
and Jdv^'tArf-faifti to j^Hi ax (tjtUi^^ jti'Mnf> /t* thf poftnmt of tht Bitfi f^0**t4 f^. «mi fm 
the pQymtni t/ ^t smwi fAaf may bf dut nr thiif mtty htcimtt 4wt ^tm Kir ' '^'*'- -* 'H^rwii*, 
by^.^£^ IO Df f l4irii mm «l CiMll, dm/ atultbtktM^ - - J>f ^ 

m yismr dtttttett&n /or juwf ifmrtty at fttmbfiTifwifni. ai pid>ttn» pftvttU ^iU, uuk^-ui demtimd 
m mjtici, and to fihargt nU ftffmet, tMiittding iommisnemi iaf wok mtd gnaran^. 

Shomid tkf mtttfkei c^iir of Mutd mffchanduf^ nti^ bffffrr ^ d/ln^ ft^ ^frtuL jflU 
to tlitu tn ymt ctjMittmi tkt iM pr^fttd* iktft^ ^i// fxjprjuei, frtighit. dMtif%, fU , bftng dgdmndj 

momid in tnmffittfmx to im'^ ypnf aifuoArri $M*f*,i(iiiHit With t*imnni.»ym «md Mtt^tif. ^ 

j^-*^"*^ Ittrihff o^rH to fiiv }^Hl an drmani Any addit*tmai titmrtty 

yon may rf^t'f. «wd iH dffiiuil fkerr^ ycm ifmti 6r fTntuigd and y&% aw fcrfwfrjr oK^bf-t*^ ttf 
mii iiiih mctckithtttt fffrikviiit, or t^ idt '*ts attur ' irrri^m^r nf tki mmimty «f lk# «e6^ 

fmrtktr pUdgt Mtd go^d^ and tiu ft^tidt thtrmi oi tttunty jot emy oAtr tmd*ht*dnriM^ dunet 
#r indinKl, tvkuh ynu mntf kaur m may km^prr (tmm a|Mwit --tdA . 



ii n HiiclrfiiMoiJ r^ m «£/ psymrmti mtdt hy^ 



IR itu B&mtmm, ik$ Pgmnd SoHtng utmM hi ^ok^iMtd of ttf ftirmi mtt of Mdufngit fm 

BatA^s' B%Ui m . ^^_. m Lomdm «%iaini m l*# mum pI tmltmfm, mid tiM 

iniftrtt fkali t» rhu'ftd ai 1^ rat* ^ ^ frttl prf snmtm, pt 0t tkf €1197*1*$ Bmk 

ijjf England ratt tn Lcmdan if aAw<# f^r ant. 

Stumid. -fe^'p- ..^^—anHdpau thr fsymtmi pf tmy p^ftim nff 

ihf aimmnt fmy^bk. intfrtst it in bt dJWW at thi taXt ^ mit ptr ani Irii tiwm tim tmrmd 
B^mk itj Enghnd tatt. 

IntOM ^i^S^ — Ektmld ktmfirr dam iff *» Iku end^ rmfinmt^ 

Sierti, w akmd m i 63^ «aMr (wkkk wU bt 4a £^ itpmm mud #]^j,^_:tfi^ 

, Jmt^ djtnv to ketd yon kofm^Mi from fnpmstbiiiiy wkich may mui (L«i^ 

frrori m ^dlliMf, wiiMtkrr m tht fvt ^ yownthftM &t your iltrnlr, Imt pr tkmkifr^ m in 
Xhx fart «; (A* coW* aw^fonm, 

uttikstandint -jmy {hijni^ "• '^ tamf^f^um t^ iW £vmp0ny^ jf^rm m jfinw. fm%n ^ tktt 
i4>Hirjft, .w in iht mtrt gf this rrvtitt wktiAgr imtk dumg^ iMt oHm fnm ttm attmrian of our 
m mart ww pvtntrt, #f frtm ih* death m uctisiim ^ any fatmrr ^ |wti«#rt^ or any 4iim 



\LL^.<L.^.^^ 



Pir^, U {bi 
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is quite common to take a general hypothecation form, 
which pledges goods to any and all drafts that might be 
purchased by the bank. The manager or accountant quotes 
the purchasing rate and the clerk, through the journal, 
credits the customer with the proceeds and debits the bank's 
agent in London, Paris, or Hamburg. If the exchange is 
received from a branch, the proceeds are credited to the 
branch and debited to the agent. 

A sterling: liability ledg:er is kept for the exchange 
transactions of customers. This book is similar to Fig. 48, 
Canadian Banking, Part 2, except that the Loan Columns 
are omitted, and it is kept in exactly the same manner. 

4. Lietters of credit are written authorizations from 
one bank to another or others to pay a certain person a sum 



TRUST RECEIPT 

To be attached to the Hypothecation by the 

undersigned to the Bank dated 190 



and hereby undertake to sell the property therein 

specified, for account of the said Bank, and collect the proceeds 
of the sale or sales thereof, and deposit the same immediately on 

receipt thereof in the said Bank, at to the credit 

of .— hereby acknowledging to be 

Trustee of the said property for the said Bank. 

Dated at the A. D., 190 
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of money on certain conditions. They are divided into 
three classes: commercial, circular, and correspondait. The 
comTnerclal letter of credit, Fig. 11, is used to pay for 
importations of iron, cotton, fruit, etc. The wording of 
the letter explains it. Drafts against these are accompanied 
by bills of lading and marine insurance on goods. On 
receipt of these, the customer is notified and the goods are 



CASADIAS BAXKISTG 

Cimdar Crttrr of CcrM 

ato JFi^brral Scuik of Canada 






Sniariu 



M^ ^ /<7 imintdmu mmd §0 



kimd miitmiwm^ 



M 

h mkam fmt miit ^iau^ imrmish hrnds m aam$ ms ivfuvVi^ a^ §0 
ike ^gxrrjt^ie ammtmi ^f — ^ 

mMtiimt ^mimsi ike HMie^i tigki draiii tm 9bcr'« 
FwiiBll. mtk iwmii im he pimhd^ wmrkxd as 



We n^ueti fern is hty^smck drmiti mi ike rmie mi mkicJk fmt 
puwekme dejmand draiii m$ l^ndam^ mmd me et^gt^ iJkmi iJkese 
drmfiM miii meei miik dme kmsr in Lmutsm if megmiimied m&i Imiew 

tkmm .^^^ 130 . mm^r ike emmdOim ikmi ike 

amoMMig iMmt meg&iimied kmve keen inMrited ra ike bmek mi ikii 
iMitr. Tke tMier ii$eif mtmi ie aiimeked is ike drmii mkiek 
ethmaii ike Cr€dii* 

Piemte $n im ii ikmi ike drmiii be signed in f&ur pwesenee^ mmd 

€4gfieMlf iemfimre ike sigmmiurt teiik ike erne mifijud im ike 

JLmUmr mf i$itrmdmeiiim issmed in eim/amiiffn wiik ikis iMiet 

17/ Credii, 

We mwe, GenHemen^ j^eur mbediemi ServmniM 



tm. OW) 
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Bankers are requested to inscribe payments in 
running: order on this page. 

Before inscribini;: please ascertain the exact amount 
the holder Tv^ishes to dravr, as subsequent alterations, 
erasures, or cancelations cannot be admitted. 



Date When 
Paid 


By Whom 
Paid 


Name of 
Town 


Amount Paid 

Expressed in 

Words 


Amount in 
Figures 










£ 










£ 










£. 










I 










£ 










£ 










£ 










£ 










£ 










£ 










£ 










£ 










£ 










£ 










£ 
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surrendered to him on trust receipt, Fig. 12. When the 
acceptance under the credit matures, payment is made at 
the rate of exchange for the day, plus commission. 

The Federal Bank of Canada 



Jmnia, fitnmla^ /^^U^Mi gfl 



S«nl(imm: 

{jtft c(ld|tl Jinflm mult U Ik mtmtfk ^k .^^^l^ cmU 4aU ^ tJU <i«M: V 
tU wnHMit «f MifA «li4|t niu^t 1« twfotkil kn4Mi oiwi ttl ytn lii*^ eatufdii owl ^ 



_^ Ot^f^^^^^l^^T^ ^ 





^t«.M|l^ 



5» Clrctilttr ami correspond en I Jetter« of erecllt are 
nearly Identical except thai the tir^t. Fig. I3p is addressed lo 
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all the banks mentioned in the letter of introduction author- 
izing them to pay all drafts drawn against the bank (named) 
in London and can be drawn against at all the principal 
cities in the world, while the latter, Fig. 14, being addressed 

AMOUNTS DRAWN UNDER WITHIN CREDIT 



prWHOM P4LGCmATEt> 



■^^^S^tWtfTt. 



Ccu^/^' 



"S^^/^ 



.^l!fit^3t*^ 



^o - - 



^^e^jL^f.^^^ 
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to one or more correspondents in particular is presented 
only at the office of the correspondent named. 

The manager authorizes letters of credit and if not sold 
for cash he decides what collateral if any shall be taken. 
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in 




He may take the par- 
chaser's cuarantee or 
some collateral, in 
whidi case payment 
for each draft drawn 
aeainst the letter is 
required, immedi- 
ately on its receipt, at 
the rate of exchange 
for the day, plus com* 
mission. 

A letter-of-credit 
register; Fi^. 15, is 
kept, with a page for 
each customer and 
particulars inserted 
of amount of credit 
and each draft drawn 
against same. These 
payments are credited 
as follows: Commer- 
cial and correspond- 
ent credits, to the 
bank to which the 
credit is addressed. 
Circular credits, to 
the bank on which 
drafts under the 
credit are drawn. 



JOURNAL. 

6. All entries 
might go through the 
teller's hands and 
then through the cash 
book, but it is thought 
advisable to divide up 
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the c!heques for the different bmncbes are debited <kQ tlie 
paid side of the cash book under Head OfGce as foltows: 

New York $40.00 

CharlottetowQ 25.00' 

Drafts payable at places where the Federal Bank bas 
ranches are debited singly to Head Office after betnf 
Entered in sundry casb-item register, Sbonld there be morel 
than one cheque for the same branch, the amounts ai^ ^ 
added together and the total debited In the cash book ta 
the same manner as a single cheqne on a branch. 

Other debit and credit entries far bead ofllce are entered 
on the paid side and received side tinder Head Office. 

All expenses of a branch are debited to Cbar^es acooiEDt 
on a debit slip, entered in the paid side of ibe cash bocdc 
and from there posted to Charges acconnt in the genersl 
ledger. The vouchers are initialed by the manager or 
accoantant brtore ther are paid and they shotild be receipted 
by the party who rec^vi^ tbe money, Tbecbarces Tonchers 
are sent to the general maaager with the monthly balance 
dieet: and after examination they are retnmed to be filed 
away separately from the other Toocbers. 

After the sttndry and aQ ocb^ catriea haTe b^n made tfl 
the feneral easb book^ tbe b^laDoe from the day before ii 
bfoogta fomai^ and the totals esteoded and tbea added. ^ 
The tilers' bafaocw taken from ibeir letters sbotdd then 
enteted and sooitld make die tvn sides agtee* 
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Charge of the 

ledger/ 
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ledger. 

OF fimis hi 
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far as possable« in fl 
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and address of the customer is wriiten sti the head of the aca)UQt 
in the ledger, together with such other informatjoo as is likely 
to be valuable or useful. For example, if the accoum is thai 
of a firm, the names of the partners and special partners, tlie 
particulars of the partnership and the date when it expires 
should be recorded^ if a trust estate, the names of the tinstees 
should be given; tf a farmer, his lot, or concession, or iowq- 
ahip, as well as his post-office address, should be mentioaed; 
and in the case of corporations, the names of the partii 
authorised to sign cheques must be given. Where a powcr-o( 
attorney or a by-law authorizing officers of an incorporated 
company to sign for the company is deposited with the bnTik 
iiuch facts should also be entered in the ledger, stating dati 
when granted, name of the party authorised to sign, 
extent of the power and limitations, if any, placed on its ttsj 
This information should be entered at the head of the acco 
by the ledger keeper and initialed by the accountant, who 
should also cancel it in the event of the power being revoke 
The beading that appears on the deposit slip of a joti 
account, such as **John Smith and Jane Smith or eitbeT of 
them/' must be copied in (he ledger verbatim when iBe 
accouut is opened, and each entry should show clearly i 
whose credit the deposit is made. 

The entries in the current-account ledger are made fro 
the deposit slips, from the cheques from the tellers, ani 
from entries in the journal and discount blotter. After ti 
deposit slips are credited and rhe cheques charged to tl 
accounts, they go to the inner office, where the cheques aft 
they are canceled should be kept sorted according to 
account, a file with cardboard partitions being generally usi 
for this purpose. 



ed 

dat^_ 

Ottl^ 

ho 



9. It is a common practice for banks to certify cheques foj 
their customers when requested to do so. Such cheques ar 
presented at the ledger wicket to the ledger keeper. wh<i 
stamps the word **Certtfied/' Fig. 20. and writes his inittalsl 
underneath. The amount is then debited to the account of 1 
the drawer the same as a paid cheque and the dieque m 
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handed to the customer and becomes an obligation of the 
bank. It is not the custom in Eng:land to certify cheques. 
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The journal entries are posted the same way as cheques and 
deposits; i. e., debit entries go in the debit column and credit 
entries in the credit column. The proceeds of all discounts 
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credited to their respective aic^oiints from the dtscoom 
dlotter. 

Interest is sofnetifnes aUowed on o^it batances rod is 
always charged on debit balances. It ta calcmlated as sbova 
In Fig. 19, and the amanDt credited or debited ihroii|li 
the journal. 

Fig. 21 shows a page of tbe savings-bank ledger. Deposits 
that bear interest, ajid on which few dieqoes are drawn^ are , 
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kept fn this book. Deposits come tbrongh this ledger on 
deposit slips and are entered to exactly the same manner as 
tn the curreiit accounts. The wtthdrawal sh'p. Fig. 22« is the 
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usual mode of checking inoaef from the savings accoonts 
and this slip is entered in ihe debit cokunn of the account 
and handed to the paying teller for payment* Saviogs 
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eques, Fig. 23, payable to outsiders are occasionally 
ssented and these are treated like current-account cheques. 
At the end of the month, current-account pass books are 
DUght in by the customers to be balanced; and this is done 
making an exact copy in them of the ledger account and 
5n adding up the debit and credit columns to see if the 



CURRENT ACCOUNT BALANCE BOOK 
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ference agrees with the balance shown. Savings-bank 
ss books are not balanced at the end of each month. 
Bach morning the current-account and savings-bank entries 
• the day before in the general cash-book, journal, and dis- 
ant blotter are called off with the accounts in the ledgers 
d a tick placed in the current-account ledger opposite the 
iount and an initial in the savings-bank ledger. 
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The ledger Is balaoced twice a moolh oo tlie fifteenth «»} 
test 4mf. This is done by taking tbe baiasioes down in the 
baluce boolc. Fig. 24. The CQlmmis are then mddcd imd (be 
dig e reo ce between the two asceitaiiied. The ontstaadui; 
dieques (diose debit entries that ans ootickcdy, are then 
wMd to the difference (or balance) if a credit, or deducted 
from the balance, if a debit, and the resiilt or balance sbQuld 
agree with tbe balance as shown m the general ied^ 

It oaasionally happens that a certified i^ieqne 
seated the same day that it is certified. Tbe res 
is that the ledger, if balanced on the same day, shows a debit 
in an account, which is not In the general cash book, and 
the ledger entrr of this certilied che<tti^ most be taken iiito_ 
aecotint when balancing. 

The sairings-department ledger is balanced in exactly i 
same manner, btst since alt the accounts of customers 
credit acconnts, the debit cotmnn may be omitted. 

While it IS to tbe credit oC the banking fraternity that then 
are very few defalcations, it is advisable that banks take 
every precaatioo against embessleinent. For this reason m 
some banks ledger keepers occasionally change places* or 
their duties may W temporarily assigned to others, if the 
number of officers at a hank renders sncb an arrangement 
possible. ^^_^^ 



6ENERAL-I.EDQEB KEEPER 
10. The freneral-lcd^er keeper has charge of the ge 
eral ledger. The totals from the general cash book 
journal are assembled in this ledger, a sample page of 
which is shown in Fig. 25. A certain number of pag 
are apportioned to each account* The names of ead 
account are shown in the general balance sheet. Pig. 3i 
Since the general cash book is balanced each day, and sine 
there is a debit for each credit in the journal, it consequently 
follows that if the figures in these two books are posted in 
the proper columns in the ledger and the balances extended 
and taken down on the balance sheet, the sides should 
agree. 



^ LIST OF I 




PlDRIIMtr Pf Acceptor 


Drt-rr IV [A^wwr 


rsrHr^Mn 


l>M Dm 




I 


















^ 




























































































m 








1 




1 






r 




■ 












■ 














































































^ 


















































































































B '"'^ .. — ^^ m 
















^^^^W _M>iMn KllJpKkiUf IHVtvd 






^^^ , fl 










^^V OVERDRAWN 1 | 


^^^r NJiME 


Am 






1 










1 1 ^ 


■ ■ 



*AST DUE BILLS 





Piniuil Fi 


t- 


*—. 








"1 


wmmi^^ 










"=■ : 


g«N» 


>i lEMASCS ^^J 


1^ 1 i 












^^ 


t * 














p 


















































i 


^ 


1 
















■ 


• i 
















■ 


j 




















■ 


" 




















■ 






















■ 






















■ 






















■ 






















■ 






















■ 






' 














V 










































































t 




















^ 


r 




















■ 


1; 




















■ 






















■ 






















■ 




















■ 






















■ 






















■ 






















■ 






















■ 






















■ 






















■ 




















^H 






















m 






















■ 






















■ 




















■ 


*-™.««. 
















■ 


















■ 


pURRENT ACCOLINTS 


1 




i 


' 


_, 


► i 


^ 


















^^M 



*-n m 



\^ 



(30 



CANADIAN BANKING 



27 



In nearly all ledger accounts, the totals only are posted; 
i. e., if in the cash book there are four items credited to 
current accounts, only the total of these goes into the 
fedger. At stated* times the ledger is balanced. 

The following explanations of the different headings in the 
balance sheet are here given: 

All branch entries go into this head-office account and the 
balance is the amount owing by head office to the branch or 
to head office by the branch. Full lists are sent to the head 
office daily and they look after adjusting the debits and credits 
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between branches. Tellers' cash balances are as per general 
cash book. 

Direct accounts with correspondents. The Federal Bank, 
Toronto, sends copies of the accounts and receives them. 
The entries in the accounts received are ticked off with the 
accounts in the general ledger, and the outstanding entries 
are looked into; this may reveal the fact that an item sent to 
a correspondent for collection, and which matured 10 days 
before, had not been credited in that correspondent's copy of 
account. Toronto office will at once write asking it why not 
and either get the item back or have it credited if paid. 

Loans and discounts have been explained under discount 
clerk. Current accounts overdrawn are taken from the cur- 
rent-account ledger. Bank premises, mortgages on real 
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is shown in Fig. 27. The letters written to each branch are 
numbered consecutively and acknowledgment is made by 
date and number of the letter last received from that branch. 
A record of the dates and number of all Federal Bank let- 
ters received and sent is kept on a form such as shown in 
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Fig. 28. One side of the form is for letters received and the 
other for letters despatched. Both sides have a space for 
the names of the branches and columns for the days of the 
month, and each branch is given a line on both sides of the 
register. When a letter is received from a branch, the number 
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is entered in red ink on the received side of the register on 
the line with the name of the branch and under the date of 
its receipt (in the illustration the numbers arc giveo in black 
ink). When it is acknowledged, the red-ink entry is cros^d 
oS in black ink. Letters sent out are recorded in die 
despatched side of the register by entering their numbers m 
red ink opposite the name of the branch Eddressed, and on 
receipt of its acknowledgment this entry is crossed off ia 
black ink as shown. When letters have been answered, they 
are filed numerically according to branches, 

1 2. So far as possible, some member of the staff should 
be assigned to receive tetters from the post office. This; 
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»« 


NAhC 


MXmua 


•sas 


MtiMM 


«M» 





























































































































I 



4 



Fia. 2» 

person should place the letters on the managfer's desk wiUi 
memorandum of the number of letters the package contains, 
so that when the manager counts them he may feel assured 

iat be has received them practically from the officer direct. 

They will then be entered in the general letters receivei 
reijister, Fig. 20, and may be handed to the accountant for hi 

t tent ion. The rei^ister is provided with a column for th 
Initials of the officer whose duty it is to file the correspond' 
ence, and this is closely watched to see that every letter 
receipted for. Letters received from the general txianaifer 
are filed separately from the general correspondence so that 
they are accessible at a moment*s notice. All reg^istercd 
letters are entered in the register according to the post*o: 
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number, by the person in charge of the mail, before they are 
handed to the manager. 

13. A copy is made of all letters to be sent out and a 
record of them is made in the general register of letters des- 
patched, shown in Fig. 30. This register is provided with a 
column in which the postage on each letter is entered, and this 
is proved at least once a month by the accountant to see that 
the sums debited to postage have^been properly expended. It 
is advisable that the person who mails the letters check them 
with the entries in the register and initial each one so that he 
may be able to testify that it was mailed. It is well also to 
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make a note under the initials of the exact time and the post 
office where (when there is more than one) the mail is posted. 

The person whose duty it is to see that letters sent are 
properly sealed shonid place his initials on the flap of every 
envelope, as an evidence that his duty was performed. Care 
should be taken to have sufficient postage on foreign letters, 
as delay is frequently caused by not fully prepaying them 
and double postage is charged at the place where the letter 
is sent. The best plan is to weigh each letter, and some one 
should check the amount of postage and certify that it was 
sufficient, by placing his initials on the corner of the envelope. 

Where the manager submits the application of a borrower 
for a loan or discount, a copy of the original letter of appli- 
cation is sent, together with any information regarding the 
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borrower, to the general manager's office, where it i% 
on file. 

It is a comtnon courtesy among banks to £Yve 
Infurmattou rest^niii3£ eommercial, tiLaiinf&ctiirug« and ocbo 
hou^^ci when asked tor. Replies lo stidi !ef * tdd be fo 

carefully worded that they will not comprocn b^nk^aad 

a statement <thotild be added thai the *in£<iniiiiiios] is ^ires is 
confidence and without prejndice. 

14, Trlcin-nnis and Clplier Codes, — III i 
bank, there is a coosiderable amocmt of celegrapfaxoe i 
iiiir instnictions* paysoeots, elc.» and all banks have prtTtte 
^codes. Some of the larger banks hare codes so arraoged 
Hhat almost any matter likely to come tip may be corered I 
a few words. In ofdar to determine the gemnneness of 
t * 1T, a system of tests ts used. Sofnettmfts these i 

nf numbers and sometimes of words, and il b bit 
unponant that ibtie codes and the kcy^ to them be cksdy 
Cttarded. Messages lecehned in dpherabotdd oerer be trass- 
laled on a telegram blank. Some ageoei^ keep a record o^ 
t gkgian^ rece i ve d and sent in a bo^ such as shown 
' FSt« Si. The translaaoe la wnttea in this book and i 
fhf MO persotts aad Ike iiajaagcjk filed. When these tell 
giaans reier to pafaaits;^ cnv ^loald be Ukcn to make i 
svQBeff' testa vbb cieciE the anassase ^^s tse seocEiins ^ f^^^ reoeiv 
lac 9tdBft» fMttilly the SBO^Bts m fofetgn me 
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etty checked b^* two iw^pOKdble ptsraoaa» A ooo&malioii of 
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the duty on articles 
coming from Canada 
is heavy. Twice a 
year, orders for sup- 
plies are sent in. 
Each manager is ex- 
pected to exercise 
great care in ascer- 
taining his require- 
ments for 6 months 
so that it will not be 
necessary to repeat 
orders. The order 
for stationery is made 
up by the accountant 
or some member of 
the staff, and should 
be carefully revised 
by the manager be- 
fore it is forwarded. 
The stationery of 
each branch is in the 
custody of the ac- 
countant, who makes 
a careful distribution 
of it. A sample book 
of forms is supplied 
to each office; and 
when any new form is 
prepared, a copy is 
sent to every branch 
to be filed in the book 
of specimens. 

16. Instruc- 
tions and Reports. 

Instructions to 
branches are usually 
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sent out by circulars. These are handed to every member of 
the staff and each one places his initials on the margin to 
show that he has read it, after which it is placed on file. In 
order that the management may be kept closely advised of 
the condition of each branch, a system of returns has been 
adopted. These statements are intended to show the assets 
and liabilities of a branch and should be carefully prepared. 
The term **loans" used in the reports includes overdrafts, 
accommodation notes of all kinds, bills secured by collateral, 
notes or otherwise, and all bills that are not given by promis- 
sors for their own debts. The term ** trade bills" includes all 
bills known as business paper, drafts for goods shipped, etc., 
and also all bills passed between parties not actually in 
business. 

The following returns are sent to the general manager on 
the eighth, sixteenth, twenty-fourth and last day of each month: 
loan return, Fig. 32; trade bills discounted return. Fig. 33; 
trade bills remitted return, Fig. 34; and the following on the 
last day of the month: balance sheet. Fig. 35; current-account 
return. Fig. 36, liability return. Fig. 37; collateral security 
returns. Fig. 38. A daily statement, Fig. 39, is forwarded by 
the principal branches. 
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NoTB. — All items in this index refer first to the section (see the Preface), and then 
to the page of the section. Thus. " Accepting banker, (24, pi." means that accepting banker 
will be found on page 1 of section 24. 



Acceptance and payment of bill of exchange, 
Presentation for. §23. p29. 
bill. Definition of, §22. p35. 
of a biU. §22. p2. 

of bill of exchange. Form of. §23. p31. 
of biU of exchange. Object of presenting 

for. §23, p29. 
of bill ofexchange. Qualified. §23, p30. 
Accepting banker. §24. pi. 

or paying bank. §24. pl6. 
Acceptor of a bill. §22. p2. 
Account. Book. §26. p7. 

settlement, or pay. day. §25, p21. 
Accredited party, or drawer of drafts, §24, pi. 
Act. Bland Allison, §26. p51. 
of 1890, Sherman. §26. p53. 
of March 14. 1900, Gold -standard, §26. p54. 
Actual and posted rates of exchange. §21. p40. 
Allonge. Definition of. §23, p25. 
Alloy. Definition of, §21, pl5. 
Alloying of gold. §21, pl5. 
Alteration of bill of exchange. §23. p33. 
America as a commercial country, §21. p4. 
American and English systems of weights 
and measures. TaUe of relative values 
of. §21. p20. 
dollars, Table of gold valuations in, §25. 

p32. 
money, Conversion of English into. §21. 
p28. 
Application for circular letter of credit. 

Form of, §24, pl9. 
Appreciating and depreciating standards of 
value. §26. p25. 
standard of value. §26. p26. 
Appreciation of values. Two causes of, §26, 

p26. 
Arbitrage calculations, §25. pll. 
Definition of. §25, p6. 



Arbitrage — (Continued) 

of credit, or bills of exchange, §25. p7. 

of securities. §25. pi 7. 
Arbitrager, §25. plO. 
Arbitration, Compound, §25, p8. 

Simple, §25, p8. 
Arbitrations of exchange, §25, p8. 
Assaying gold for export. Cost of, §25, p39. 
Assignat, French. §26. p42. 
Austria. Fiat money in. §26, p43. 



Baggage, Storage and forwarding of, §24. 

p27. 
Balances. Impossibility'of adjusting, by off- 
setting one transaction against another. 
§21. p7. 

Readjustment of foreign, §25, plO. 

Readjustments and settlements of inter- 
national, §21, p38. 
Bank. Accepting or paying. §24, pi 6. 

account. Opening Canadian, §29, p2. 

and private discount rates on rates of 
exchange. Influence of, §23, p6. 

bookkeeping, Canadian. §29. pi. 

Chief accountant of Canadian. §28, p22. 

Collection clerk of Canadian. §29. p23. 

correspondence. Canadian. §30. p28. 

Cost of commercial credits to issuing. §24. 
pl4. 

Cost of travelers' letters of credit to issuing, 
§24. p30. 

Creditor. §26. p7. 

Debtor. §26. p7. 

Discount clerk of Canadian. §29. p40. 

discount rate. §23. p2. 

draft, Canadian, §29, pl6. 

draft. Definition of. §26. p7. 

Exchange clerk of Canadian, §30, pi. 

General manager of Canadian, §28, p21. 



vn 



TtS 



INDEX 






m^vsi 



%M.pU 



.997 



%m,pm 









«l 4li 



,Tail^(rf« 



|ai.pii 

■ is. im p& 



r«r*i 



X*lfc «l 



l» 9ft 






p«l«. iSL ^ 



r«l«*|siie 






I oC ft, IXZ. ^ 



r«i«. f», I 



Wt flf * 






impi 



( pi 



Im« Mitt, %TI, plZ 

QOPt p Mp ontitjiy ffff ji""'^ ■.',t\.u'-K'^i m a 

o w mmf fial t-frthi, |34. plfl 
ImHuiK ill CAni»il4, HnUjfY of, |9l, p3 
toftfUctiofW and rwpotu. Vmruuiimti, IMfr 

pa 

fty«t«ifi. 0)4riicl#ri«lki «l imfiy Caftarttafi, 

W. pft 
tyaurm, Clf%fn el C«iiaillftii. |3n. pSI 
teliHrMm aiwi dfillair cnks, tanAdian, #30,. 

U%i^hAn»f dirfittftinrtit «f C4fk«dkn, %M» 
pit 

Form of Bpfilk^iiejii (or »j«pteytn«jj| of 

jiiriitT rlirrk* tn CluftiidfAii, f3ft. |f2T 
ll*ftd^rfk« iVpaniTirnl af C«n*tJliin, |2i. 

InttrrMil rv*gul»1 Icriin t4 C^nadbn, f2K, pif 
Not« liAtijrt of CmnMi'ltjiii, |2M, plH 

KtiWM^ nf r^nnHiiiti, las, fiCI. 

CKnofnan, V<m, |tM] 
iu1«'« LteRtiftkm of, 120. |>3 



. iZS. 9» 



I'm «l J 



ial.|2tl»l 



D*! 



123.1 



«l* |2t. 






d rxdkMVi, ^>«KAtsei0ii lor ftdetpttaei 

and p^ftmrn Qf« |^, nM. 
of MdbM«v, Qialilkd ■cfyptwm otf. |fl. 

«i cKdiMgv, si9Mi«tf« u>, fsat pdo 

-of «3uli*fia* aiftmpi. |ii^ pM. 

of «s<rhsfwe, Tnia« tor preii«l«tioa ol, |3I, 

1^ lutflnt, 122, pl4 

oMiidifii «« mlUtrnl tcciirfir lor • HI Ol 

riCcliAfig», 122, piT. 
at IfeiltnN, Kxifcmtfiatiati of. |22. pi 7 
of lading. Ckijifltn. |2^. DllS 
of tadifiK. Thncittgh. or rjiport, 122. pli.1 

FiAVHi of «. 122. p2 
Sifwl^ nAiTit. 123.^ p39> 
Sola, 122, p5. 

Workitiit oi m Aitaf^v, |2S« pL 
Billt At invMtftientt. Finimoi, { 
H*nkirni\ |22, pl2 
lUnlcrm' loi^K, 1^. pl3. 
CansKliiifli «ollotcfAL |20, pl8. 
Citiio, 122. 1*12 
CcimfniTti*! riemn. (22, pl3i 
DsniAi^il, 122. p2 




INDEX 



IX 



Baia — (Continued) 

discounted. Canadian trade, §29. p40. 
discounted remitted. Canadian trade. §29. 

p40. 
Documentary. §22. pi 5. 
Domestic. §22. pll. 
Finance, §22. pl3. 
Foreign. §22. pll. 
Long. §22. ppll. 13. 
Miscellaneous clean, §22, pl5. 
Negotiation of, §22, p3. 
Object and conditions of issue of finance. 

§25. pi. 
of exchange and other orders for money, 

§22, pi. 
of exchange, Arbitrage of credit, or, §25, 

p7. 
of exchange. Buying and selling. §23. pi . 
of exchange. Classification of. §23. plO. 
of exchange. Discounting and rediscount- 

ing, §23. pi. 
of exchange. Forms of, §23, pl9. 
of exchange. Laws and usages relating to, 

§23. pl8. 
of exchange. Method of determining buying 

rates on, §23, pll. 
or notes. Hypothecation of Canadian ware- 
house receipts to secure. §20. p53. 
Reasons for issuing iinarce. §25, p2. 
Short. §22, pll; §26. p 3 
Sight, §22, p2. 
Time, §22. pll. 
Bimetalism, §26, p32. 
Decline of. §26. p35. 
Period of unconscious. 526, p34. 
Bimetalists, Claims of. §26. p32. 
Bimetallic, or double. :<i...ndard of value. 
§21. plO. 
or double, standard of value in the Latin 

Union, §21, pll. 
period in the United States, First, 1792- 

1834. §26. p49. 
period in the United States, Second, §26, 
p50. 
Bland-Allison act. §26. p51 
Blotter, Canadian note teller's. §29. p21. 

Canadian paying teller's. §29. pl3. 
Book account, §26. p7. 
Bookkeeping. Canadian bank, §29. pi. 
Branch-office staff of Canadian banks. §28, 
P24. 
-office staff of Canadian banks, Rules 
governing. §28. p31. 
Brassage. §26. p27. 

Brokerage, or commission, on stock trans- 
actions. §25. p23. 
BuUion. §26, p27. 



Bullion — (Continued) 

Definition of. §21, pl4. 
Buying and seHing bills of exchange. §23. pi. 
and selling prices of gold. Table of parities 

in Beriin of. §25. p38. 
and selling prices of gold. Table of parities 

in London of. §25. p37. 
and selling prices of gold. Table of parities 

in New York of, §25. p37. 
and selling prices of gold. Table of parities 

in Paris of. §25. p38. 
and selling prices of gold. Table of usual, 

§25, p37. 
and selling rates for money. Table of. §24. 

p39. 
•in day, §25. p21. 
rates on bills of exchange. Method of 

determining, §23, pll. 



Cable cipher codes for travelers. §24, p26. 
exchange. §26. pl3. 
or telegraphic transfer. Definition of, §22. 

p8. 
Call loans. Canadian. §29, p49. 
Canada, Geographical position of Dominion 

of. §28, pi. 
History of banking in, §28, p3. 
Population of, §28. pi. 
Table of population of. §28, p2. 
Canadian bank account. Opening. §29, p2. 
bank bookkeeping, §29. pi. 
bank. Chief accountant of. §28, p22. 
bank. Collection clerk of. §29. p23. 
bank correspondence. §30. p28. 
bank. Discount clerk of, §29, p40. 
bank draft. §29. pl6. 
bank. Exchange clerk of. §30. pi. 
bank. General manager of. §28, p21. 
bank. Inspector of. §28, p22. 
bank instructions and reports. §30. p43. 
bank-note circulation. Requisites of, §28, 

pl3. 
bank, Note teller of. §29. p20. 
bank notes, §26. p48. 
bank. Paying teller of. §29. pll. 
bank. Receiving teller of. §29. p5. 
bank reserves. §28. pl5. 
bank. Secretary of. §28. p22. 
bank stationery. §30. p34. 
bank. Superintendent of. §28. p22. 
banking. §28. pi. 
banking system. Characteristics of early. 

§28, p5. 
banking system. Origin of. §28, p3. 
banking telegrams and cipher codes. §30. 

p34. 
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Cash-book entries, Canadian. ISO. plS. ^H 


^L banks. Branch -office fitoA^ of. $28. p24 


'book wri^r. Canadian* |311. pl!<t. ^H 


■ bftnkit. Bmnchcs ofp |2g, p^3 


Currency or; 120, p2 ^^^ 


^H bonloi. Exchamge dep&rtment o^ f''2H, pi 7 


Centers, Financial, (21, p2 ^H 


V banki, Plr^t, (2$, p4. 


CertiKcate of insurance. Fafm of. §22, pSi 




of the value of cumenty, |22. p33. . 


^H of junior clerks in. |28^ p2T. 


Certificates and i[ivoic9<i, f2^« pi2.'i ^H 


^^ hanks. Heail<'f!^ce dep&Ttment of. (2S. paL 


Hytxithecaiton. (22. p3Q ^^^ 


^^^H iniflks. Internal rcflulatjon^ ol, f;^» p8. 


ot inauranee, (?2« p23. ^^^^^| 


^^^B bttnks* NoU utsuu of, 128. plO. 


Chaner party. C22, plK ^^^^H 


^^^H tHnksi Organic at Jon of, f28. pO. 


Check, Pc^finition of. 120. pT ^^^^^^1 


^F bajika, Poweni of. |28, p9. 


IdenliliiariDri of the bolder of a, i«^^^H 


^H hanks. Profile of, ^'JH. ptQ. 


Sella. 122, p/i ^^^ 


^H bankK. Rule* goven&Jng bnancti-office itaff 


Checks and circular not**, intemntlowil. |2t. 


■ of. 128, p31. 


pai. 


■ biJl of cJichangi!. |30, pO 


Croiikvd, i^, p»A 


^^ coil loans. 129, p^a 


slRht bilU, anil demand tjflli, §23, pS 


^^^H^ cftah-tKiok trntrivii. $341, plS, 


Stale, or overdue, (23, p33, 


^^^B cjiih book \Knivu li^\ p\H 


Travelers" credit and intematiotiBl. |JI. 




pl7 


^F drt'ulm- and corrctpDndent htUn of credit. 


Chcijues, Canadian, |2fl. pi 3 


■ m, PH 


Cipher a:Kle», Can«i|t»n bankiUfi tekgram^l 


^M circular tetter of crpdit. §30, pl3. 


ami, (;^in, pfi4 ^H 


^K deariiig house. 429. p27. 


cotlea for Iravekni, Cable. |24 pSA ^H 


H cotlaterd iJills, |2V». t>48 


Cirirular and r/orre9pondt(*nt lvtl«n of crt^i^^H 


^H commprdiLi letter of credit. $30, plL 


Canitdlan. imi. pi 4. ^H 


■ druft, £20. pao 


ktt«ruf credit fJl, pi 7 ^^| 


^1 draft, Protest of, 120. p25. 


letter of eredil, CaUHdmn, |;iO. pt2 ^H 


^H iEi«r>^ri^ It^'l^rr keeper. f30. p20. 


letter of rTe<lit. Perm of, |2-1, p20 ^H 


^H joiirnfiL IHO. plS. 


noleA, tnLernatrt>nal trhetU and, |24, |>3^^| 


^^^^ joumiii pntnea, f30, pi 8, 


Clean tiilU, (22. pl2 ^H 


^^K ledger keeper, 130, pl». 


Ulh, Ctnnrrwr^ial. (22. plS. ^H 


^^^P leltef» of hypothecation, f2&. p48. 


Ml^, MiMrttafieuux, |22. pjfi. ^^^H 


^^^ Habilit)^ ledaer, §20. p4a, 


Cleiirinu hcmsie. |2A. p7 ^^^^^| 


■ ]oan«, fr!?y> p40. 


houAT, Ciina^jtNn, (2tf, p2T ^^^^^1 


^^^H losBs «tid discounts, (20. p3«. 


huu.-<e, CofiKtrtuttun itml rules ol^^^H 


^^^P iiot« teller's blotter. (20, p21 


Ttirtifito iCnn J, an revi^icd and aCoJl^^^H 


^^^^ iM>te tellira lUteinent book, 129. p22. 


IWKi, i2W, p/7 ^^--^=^_ 


^M p^yifiS Ifllcr's blotter. 129. plA 


Clerk of CamuJiaii liank, C^llettkin. f2U. iid^H 


^M payi^ teller's statement book. |29. plO 


of Canaclian bank, Diamiiur. (2li. pl«* ^^| 


■ prtNlucts. 128, p2, 


of Can.idiun bank, H.xchan£e. |M, pi ^^M 


^M proinjs&ory note, |20. pdO. 


Clerk 1 in Cafiadian banks, Komt a( apiilic|i^^| 


^H receiving teller's fttAtement botik. |29, plO. 


titm Cor employment of juiakif. |2|^^| 


^m tterliriM liabjtity tedder, (:]0, pi L 


^H 


■ tntde yib discounted, |20. p40 


Codes, Canadian bonking lelctcntnia oo^H 


^1 tr«d« bills discounted rv^mtttecl. |20. plO 


cipher, 1^, p34. ^H 




for travelers, Cable dpher. |24. pSH. ^H 


^H warehouse receipli. Hvfiothecalion ot. to 


Coinatie. Deflnilion of frve, 121, pll. ^H 


^P wcure bOh or tiotes, |20. ^iTid, 


FrtNT, 120. p27. ^M 


H^ Capitol. Dehlmtirm of. §26. p5^ 


Gohl and silver, (21, pVA ^H 


H Demand for. (20, p2L 


of ifold. Ejects of fT«e, 1:^ p28. ^^^H 


■ Ptoat^ns, 123, p2. 


of silver. Free, 120. (jSA ^^^H 


■ fund, Deftnition of. 126. p2I. 
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^m B^*odn. Con>iUrner%* good* and, (2fl, p2l. 


Collalrral bills, Canjwlirtn* (20, p*ft ^^^^ 


■ Loanable, «2«. p20. 
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■ Case of need, Defitijtjon of, |23, p22. 


lading a». (22, pi 7 ^^ 


■ id need. Referee in. (23, p23. 
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Commercial clean bills. §22. pl3. 
contracts, J 26, p5. 
countries, Table of leading. §21, p2. 
country, America as a, §21, p4. 
country, France as a, §21. p3. 
country. Germany as a, §21, p3. 
country. The Netheriands as a. §21. p3. 
country, United Kingdom as a. §21. p2. 
credit. Bankers not responsible for goods 

described in a, §24. pl6. 
credit. Essential parts of a. §24. p.5. 
credit. Form of application for. §24. p3. 
credits, §24. p2. 
credits. Advantages of, to the exporter, 

§24. p8. 
credits. Advantages of. to the importer, 

§24, p8. 
credits to issuing bank. Cost of, §24, pi 4. 
credits to the importer. Cost of. §24. pl4. 
letter of credit, Canadian. §30, pll. 
letter of credit. Definition of. §24. p2. 
letter of credit. Form of. §24. p4. 
letter of credit. Working of a. §24. pl4. 
or jewelers', gold bars, §21. pi 5. 
Commission, on stock transactions. Broker- 
age, or. §25. p23. 
Commodity. Definition of. §26. p2. 

money. Distinction between credit and. 

§26. p29. 
money. Natural, or. §26, pp5, 27. 
Confirmed credits. §24, p2. 
Constitution and rules of the Toronto (Can.) 
clearing house as revised and amended, 
1903. §29. p27. 
Consumers' goods and capital goods, §26. p21 
Contango, Definition of, §25, p21. 

or making-up, days. §25, pl9. 
Contracts, Bankers' §25, p5. 
Commercial, §25, p5. 
for exchange, or futures. §25, p5. 
Conversion, of currency. Reduction, or, §21, 
p27. 
of English money into American, §21, p28. 
of francs into dollars and vice versa. 

Table for. §21. p26. 
of marks into dollars and vice versa. Table 

for. §21. p25. 
of sterling into dollars and cents and vice 

versa. Table for, §21. p24. 
taUe of equivalents of London quotations 
at different rates of exchange, §25, p22. 
Conversions without tables. Currency. §21. 

p28. 
Convertible note, §21. p9. 
Correspondence, Canadian bank. §30. p28. 
Correspondent banks. Attention paid to 
travelers by, §24. p25. 



CorresiKMident — {Continued) 
letters of credit. Canadian circular and, 

§30. pi 4. 
Correspondents. Lists of. §24. p25. 
Cost of assaying gold for export, §25, p39. 
of commerdal credits to issuing bank, 

§24. pl4. 
of commercial credits to the importer, 

§24, pl4. 
of postal renuttances, §22, p37. 
of travelers' letters of credit, §24, p29. 
of travelers' letters of credit to issuing 

bank, §24. p30. 
Countries, leading commercial. Table of, 

§21. p2. 
Court. Shorter's. §25. pl8. 
Credit. Additional funds and supplementary 

letters of. §24. p27. 
and commodity money. Distinction 

between, §26, p29. 
as a representative of money, §26, p6. 
Bankers not responsible for goods described 

in a commercial, §24, pl6. 
Basis of, §26. p5. 

by exporter. Use of letter of, §24, pi 6. 
by importer. Obtaining letter of, §24. pi 4. 
Canadian circular and correspondent letters 

of. §30. pl4. 
Canadian circular letter of, §30, pi 2. 
Canadian commercial letter of. §30, pll. 
Circular letter of. §24. pi 7. 
Conditions and terms of issue of travelers' 

letters of. §24, p30. 
Cost of travelers' letters of, §24. p29. 
Definition of. §24. pi : §26. p5. 
Definition of commercial letter of. §24, p2. 
Definitions of money and, §26, pi. 
Essential parts of a commercial, §24, p5. 
Extending the term of a, §24, p27. 
Form of application for circular letter of, 

§24, pl9. 
Form of application for commercial, §24, p3. 
Form of circular letter of, §24, p20. 
Form of commercial letter of, §24, p4. 
Form of travelers' letter of. §24, pl8. 
Letter of, §24, pi. 
money. §26, pi. 
money. Convertible, §26. p45. 
money. Depreciated, §26. p41. 
money. Issue of, §26, p46. 
money. Uses of. §26. p45. 
Obtaining travelers' letter of. §24. p33. 
of general acceptability, §26, ppl, 6. 
of limited acceptability, §26, ppl, 6. 
or bills of exchange. Arbitrage of, §25, p7. 
to issuing bank. Cost of travelers' letters 

of. §24. p30. 
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Exchange — (Continued) 

Alteration of bill of. §23. p33. 

and other orders for money. Bills of, $22, 

Pl. 
Arbitrage of credit, or bills of. §25. p7. 
Arbitrations of. §25, p8. 
Bill of lading as collateral security for a 

bill of. §22, pl7. 
Buying and selling bills of, §28, pl. 
Cable. §26. pld. 
Canadian bill of, §30. p6. 
Classification of bills of. §23, plO. 
clerk of Canadian bank. §30, pl. 
Conversion table of equivalents of London 

quotations at different rates of, §25, p22. 
Currency and sum i)ayable on bill of. §23, 

p33. 
Definition of bill of. §22. pl. 
Definition of foreign. §21. pl. 
Definition of rate of. §21. p21. 
department of Canadian banks. §28. pl7. 
Different forms of stating rates of, §21. p22. 
Discounting and rediscounting bills of. 

§23. pl. 
Dishonoring a bill of. §23. p31. 
Domestic, §26. pll. 
Effect of foreign, §26. pl5. 
Establishment of rates of, §21. p40. 
Flat rate of. §23. p8. 
Fluctuation in rates of, §21, p33. 
Foreign, §26. pl2. 

Form of acceptance of bill of. §23. p31. 
Forms of bills of. §23. pl9. 
Indorsement of bill of. §23. p23. 
Influence of bank and private discount 

rates on rates of. §23. p6. 
International. §21. pl. 
Laws and usages relating to bills of. §23. 

pl8. 
Maturity, or due date, of bill of. §23. p32. 
Method of determining buying rates on 

bills of. §23. pll. 
Mint pars of. §21. pl9. 
Notice of dishonor of bill of. §23. p32. 
or futures. Contracts for, §25, p5. 
Presentation for acceptance and payment 

of bill of. §23. p29. 
Profits on purchases and sales of. §23. p9. 
Purchases of. §23. p8. 
Qualified acceptance of bill of, §23. p30. 
Quotation of rates of, §21. p42. 
rates. Profit to be derived from a decline 

in. §25. p3. 
Sales of. §23. pS. 

Sensitiveness of rates of. §21. p42. 
Sight rates of. §23. p7. 
Signature to bill of. §23. p20. 



Exchange — (C<mtinued) 
stamps. Bill of. §23. p36. 
Sterling, §26. pl3. 
Supply of and demand for sterling, §26, 

pl4. 
T^tble of different percentages of profit on 

purchases and sales of, §23, pO. 
Table of equivalents, in cents, of 1 franc 

at different rates of. §21, p30. 
terms. Foreign, §26, pl3. 
Terms used to describe fluctuations in 

rates of, §21. p38. 
Time for presentation of bill of. §23, p30. 
Time rates of. §23. p7. 
transactions. Factors that occasion foreign. 

§21. p5. 
Use of fractions of 1 per cent. i)receded by 

a plus or a minus sign as a part of rates 

of. §21. p32. 
Expenses and allowances on gold exports. 

Table of. §25. p41. 
of stock transactions in London, §25, p23. 
of stock transactions in New York, §25, 

p23. 
Export and import points, or gold points. 

§21, p35. 
bill of lading. Through, or. §22, pl6. 
Cost of assaying gold for. §25. p39. 
gold bars. Standard and. §21. pl5. 
Gold import and. §26. pl3. 
Exporter. Advantages of commercial credits 

to the. §24. p8. 
Use of letter of credit by. §24. pl6. 
Exports and imports. §21. p5. 
Prevention of gold. §25. p4. 
Table of expenses and allowances on gold. 

§25. p41. 



Fiat money. §26. pp5. 40. 

money. Advocated advantages of. §26. p43. 

money, Disadvantages of. §26. p44. 

money. Greenbacks as. §26. p41. 

money in Austria. §26. p43. 

money in England. §26. p43. 

money in India. §26. p43. 

money in Russia. §26. p43. 
Fiduciary money. §26, pl. 

or representative, money. §26. p44. 
Finance bill. Working of a. §25. p2. 

bills. §22. pl3. 

bills as investments, §25. p4. 

bills. Object and conditions of issue of, 
§25. pl. 

bills. Reasons for issuing, §25, p2. 
Financial centers. §21, p2. 
Fineness, Definition of. §21. pl5. 
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Gold — (CoHiinwd) 

valuations, in marks, Table of, §25, p36. 

valuations, in pounds sterling, Table of. 
(25. p33. 
Good, Definition of. {28, p2. 
Government, {21. p7. 

bank, $23, p2. 
Greenbacks and the price of gold, §26, p42. 

as fiat money. §28. p41. 
Gresham's law, §21, plO; §28. p28. 
Guaranty, Porms of, §24. ppd, 31. 32. 

H 

Head -office department of Canadian banks, 

§28. p21. 
History of banking in Canada. §28. p3- 
Holder of a bill. §22. p2. 
Hypothecation §22. p25. 
Canadian letters of, §29, p48. 
certificates. §22, p26. 

of Canadian warehouse receipts to secure 
bills or notes. §29. p53. 



Identification of the holder of a check. §23. 

p33. 
Import and export, Gold. §26, pl3. 

points, or gold points, Export and. §21. 
p35. 
Importer. Advantages of commercial credits 
to the. §24, p8. 

Cost of commercial credits to the, §24, pl4. 

Obtaining letter of credit by, §24, pl4. 
Imports. Exports and. §21, p5. 

Table of expenses and allowances on gold, 
§25, p41. 
Inconvertible notes, §21, pO. 
Index number, §26. pi 5. 

number. Laws governing the, §26, pl6. 

numbers, Common. §26, pi 7. 
India. Fiat money in, §26, p43. 
Indorsee of a bill, §22, p3. 
Indorsement, Conditional, §23, p24. 

in blank. §23. p23. 

Irregular. §23. p24. 

of a biU, §22, p5. 

of bill of exchange, §23. p23. 

Qualified, §23, p24. 

Quasi, §23, p24. 

Restricted, §23, p24. 

Special, §23, p23. 

when name of payee or indorsee is mis- 
spelled, §23, p25. 
Indorsements. Date, consideration and order 
of. §23. p25. 

Examination of signatures and, §23. p29. 

in writing. §23. p28. 



Indorsements — (ContinueJ) 

of married women. §23. p28. 

Order of. §23. p25. 

Place for. §23. p25. 
Indorser of a bill. §22, p3. 
Inland bill. Definition of, §22, pll. 
Insurance. §21. p6. 

Certificates of. §22. p23. 

Form of certificate of. §22, p2f2. 

Marine. §22. pl8. 

of securities. Shipping and. §25. p23. 

policy. Floater form of marine. §22. p20. 

policy. Form of tourists' fioater, §24. p28. 

policy. Open form of marine. §22. p20. 

policy. Tourists' floater, §24. p29. 
Interest on gold shipments. §25. p39. 

Rate of, §26, p20 
International balances. Readjustments and 
settlements of. §21. p38. 

checks and circular notes, §24. p34. 

checks. Travelers' credits and, §24, pi 7. 

exchange, §21, pi. 
Investments. Finance bills as. §25. p4. 

Loans and. §21, p5. 
Invisible trade, §26, pi 4. 
Invoice. Form of. §22. p32. 
Invoices. Certificates and, §22. p25. 



Jewelers', or commercial, gold bars, §21. pl5. 
Journal. Canadian. §30. pi 6. 
entries. Canadian. §30. pl8. 



Lading. BiU of. §22. pl6. 

Bill of. as collateral security for a bill of 
exchange. §22, pi 7. 

Examination of bill of, §22, pi 7. 

Ocean bill of. §22. pi 6. 

Through, or export, bill of. §22, pi 6. 
Latin Union, Bimetallic, or double, standard 

of value in. §21, pll. 
Law, Gresham's, §21. plO; §26. p28. 

in regard to making deposits. §26. p55. 
Lawful money. Definition of. §26. p2. 
Laws and usages relating to bills of exchange. 
§23, pl8. 

governing the index number, §26, pl6. 
Ledger. Canadian liability. §29, p48. 

Canadian sterling liability, §30, pll. 

keeper. Canadian. §30, pl8. 
Legal tender. Definition of. §21, p8; §26, p2. 

tolerance. Definition of, §21, pl5. 
Letter of credit. §24, pi. 

of credit by exporter. Use of. §24. pi 5. 

of credit by importer. Obtaining, §24, pi 4. 

of credit. Circular, §24. pi 7. 
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Parities in Berlin of bu>in(t and selling 
price* of Kold, Table of, (25, p38. 
in London nf buyinj; and celHn# pric^ of 

go\d. Table of. ft2£, pa7. 
in New York of buying and aeUinff prices 

of irold, Table of, i2a, \^7. 
in Paris of buyins and ielling pri4-'<it of 

gold. Table of. |26. p3S. 
of francs into marks, Table ot, §25, pH 
of ftterling into fnincv Table of. §26, pl3. 
Parity of gold, 125, pSS. 

of s<^1d, Rtilc for Bndinif. f2i^, p9Q. 
Pan nf cxch»n^. Mint, f2], plO. 
ParLiet to a bilU |22, p2. 
Party, Cbarter, f22. pl8. 
Pay, day, ActTmnt, settlement, fir, f25, p21. 
Payee oi a bill. 422, 1^2, 
Paying; bank. ALL-epling or, f24. pl^. 
teller of Canadiiin bank, 12^, pll. 
teiter*s falottcr, Cjihadian: (20^ pi 3 
teller's ;tatinf>ent tH>rik. Canadian, f29, pli 
Payment bill. Pefinitiofi of, §22, pS.!». 

of biU of exchange, Prewntation for ' 
acceptance and^ |23. p29. 
Paytnenu, Standard of deferred, {26. p3. 
Population of Canada , |28, pi. 
of Canada, Table of, |28, p2. 
Pottal remittanteft, i23, p3fi. 
remit la ncei. Cost of, 122, pST. 
mnittances. Making p&ymentson, |22, p37 
Posted rates of exchange, Actual and, f 21 , p40. 
Powert fjf Canadian banks^ 12S, pp. 
Pncientaliort of bill of r^ichiinBe, Time lor. 

123, p30. 
Price. Definition of, §26, p2. 

of gold, Greenbacks and the, 120, p4J, 
unit, |2d, p2A. 
Prices, Causes of changes in^ |aft» pi 8. 
Effeeu of ri^ng and falling, §211, p2tt. 
Uvel of, |2tt, p25, 
of gold, Tftble of parilies in Berlin of buying 

and ff\hm. 125. r*^. 
of. gold. Table of pariLiea in tendon of 
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buying and selling, |2J>, (»^7 
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of gold. Table of usual buving and selling, 
§25, p37. 
Private discount ratet on rates of exchange, 

Inf1uen<Le of bank and, 12S, p6. 
Products, Canadian. i2t^, f^. 
Profit un purchases and sales of excbati^e, 
Table of diflfef^nt pefrentagesof, 123, p9 
to be dedvcd fffm a dciline in exchange 
rate^, 125, p3. 



I 



KYUI 



INDEX 



Pro fit — {C'antin iW) 

to bcf derivcfi Irmn sifniiltJinitous diff e inen cte 
in the inonev rmtm in diffcnent countries, 

on pur^zhasp^ and saJts of ricclWiiRV, i^ESi P0^ 

Protest. Dtlinition uf 133, j)31, 
of CAnadiaii draft, ^29, p25. 
Ptiblic stores, 824, pi 3. 
PurchAH^s and salei of exjchaii|E«, ProftU ou^ 

ftnd salc^A of excluji^^ Table of differefit 
perecntiitces of pnoAt on, |23, p9. 



Quotationi at diffefv'nt ratet of en^tuin^e. 
Conversion tahlc of equivalents uf 
LttjiiUm. §25, t>23 

London «tQck. |2fi, p2L 

uf rat«s un munty^ Table of. f25» pi L 



Rat?. Bank r)i«eoum. 123. p2, 
Discu^ni. i2X r»l 
far lutwnes, Arbitrated, 1 25, p7. 
for futures, Cri>B&, )25, p7 
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§21. (42. 
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of eXL^h^n^e, Pluctuatjon in, |21 , p33 
of c^xthani^c, Oiiotali*>n uf. §21, p42. 
of eitirlunK?, Sensitiveness of, |21, p42, 
of txchani^e, Si«btt J2a, p7. 
of eJcchaniir. Table of e<jui\alfnt^» in tenl*, 

of I fmnr at difTrr^nt, ft2J- p30. 
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fldetuatifin* in, |21, p38. 
cf «ichati«e. Time, 123, p7. 



Rates^fCiMfHtftft^ 
of exchanifc, Uw* of fmetiowi cif 1 per c 

piTC-eded by a plua or m miiiuK «g9 «t a 
part of, 121, p32. 
on biUs of pxc'hanjre, Methcid ol tS«tr^ 

minintr l^uins, |23> pi 1 
on money « Tabic uf qt!tuUicii.'Os of, |2I, {3|l 
on rates of exchanitr, Itifluiriice of tank 

and prix'ate disroupt* |2^^ pH, 
pTofli to bt fterived fnom a dediaa la 

exchangi!, f 2JI, pS. 
Reflulatinff discount, |23, pht 
Ratio of Rold to vQwr ifi Fiance, |3C. |]34j 
of gt»ld to wlv^f in the United Siati 

ISM, p34. 
of ffllvrr to Rold, 1870 to 1«35. TaWe < 
annual pHtf of tWver in Lonik»a« 
oiiftcf, and cominerrml, |2l. pi 8-, 
Re«dfiixlnipnt$ and irttlFmrnts 

nationAl balatite^^ 12 L p,18, 
Receipts* Canadian warvhousc^ |^, p48. 
Forms of tfyst, |24. pplO, II, 12, 13, 
Purpctsc ul trust* 124, p<» 
Rcceit-^nij teller of CaUidian bank. |2». p5.| 
teltrf's itaicment book, Canadian, 
plO. 
EetibcfiuntlnK bill* of eacltatiige* 

and. 123, PL 
Re duel ion, of convemon. of run«iKy, 

pa7. 

Referee in ease of need, 133, p23, 
ReiiniiVg of gold, §21. pH 
Remittani-r^, l\tsl u( fjostalt 1^. 1^7 

Making pdymettii on |,]n<LtBl. 122, p0T. 

PbttaJ, 122. im 
Brpfeccniative money. {21, p8: |26, pl> 

money, Fiduciary, or, |2fl, p44. 
Reserve, Battk, |2ft, p7 
Reserves. Canadian bank, |28, pifi 
Retireraenl diwount nilc, |33* j^iS, 
Rule fur IJndJnM puniy ir<M, 125, t^, 
Rulei <if the Toronto (C^in > clearing I 
ns revised and amended, 
stiunion and. |2$). p27, 
Russia, Piat muney in< §26, p|^. 

8 

Sales of excliange, |23, pfl. 

of exchan^. t^rtiflt* r#n pufchai 

of ei^cbanRe. Tablr of diffeftnt pefirentaf 
of profit on ptiri hafea and^ isrt. pe 
Securities, Arbilraire of, |2J|« pi 7 
Shipping, |25. p22. 
Shitipinjc and inm ranee of, |25. p2.'l 
Sceurily ft>r a biii of exchange. Bill of tmlli 
as collatefat^ |22, pi 7. 



INDEX 



XIX 



Seigniorage, S26. p28. 
Definition of. }21, pl4. 
Effects of. §26. p28. 
Selling bills of exchange, Buying and. §23, pi . 
prices of gold. Table of parities in Berlin of 

buying and, §25, p48. 
prices of gold, Table of parities in London 

of buying and, §25, p37. 
prices of gold. Table of parities in New 

York of buying and. §26, p37. 
prices of gold. Table of parities in Paris of 

buying and. §25, p38. 
prices of gold. Table of usual buying and. 

§25. p37. 
rates for mopey. Table of buying and, §24, 
p39. 
Settlement days, London. §25. pi 9. 

or pay. day. Account. §25, p21. 
Settlements of international balances. Read- 
justments and, §21 , p38. 
Sherman act of 1890, §26, p53. 
Shipping, §21, p6. 

and insurarice of securities. §25, p23. 
Securities. §25. p22. 
Short biUs. §22. pll; §26. pl3. 
Shorter's court. §25. pi 8. 
Sight bills. §22. p2. 

rates of exchange. §23. p7. 
Signature to bill of exchange. §23. p20. 
Silver bullion. Table of monthly prices of, and 
values of a fine ounce during fiscal year 
1906. §21. pi 7. 
coinage. Gold and. §21. pl3. 
Free coinage of, §26. p36. 
in Prance. Ratio of gold to. §26, p34. 
in London, Table of annual price of. per 
ounce, and commercial ratio of silver to 
gold, 1870 to 1905. §21, pl8. 
in the United States, Ratio of gold to. §2& 

p34. 
standard of value. §21. plO. 
Table of bullion value of 37 It grains of, 
at the annual average price of silver each 
year. 1850 to 1905. §21, pl9. 
Single-name bill, §22, p36. 
Sola bill. §22. p5. 
check. §22. p5. 
Stamps, Bill-of -exchange. §23. p36. 
Standard and export gold bars. §21. pl5. 
Definition of monetary. §21. plO. 
gold bars. Mint. §21. pl5. 
Limping. §26. p51. 
money, §26, pi. 
of deferred payments, §26, p3. 
of value. Appreciating, §26. p26. 
of value. Depreciating, §26, p26. 
of value. Double, or bimetallic, §21. plO. 



Standard — (CofUdnu^ 
of value. Gold, §21. plO. 
of value, in Latin Union, Bimetallic, or 

double, §21, pll. 
of value. Money as the, §26. p2. 
of value. Silver, §21, plO. 
Standards of value. Appreciating and de- 
preciating, §26. p25. 
Statement book. Canadian note teller's, 
§29. p22. 
book. Canadian paying teller's. §29. pi 9. 
book, Canadian receiving teller's. §29. plO 
Stationery. Canadian bank. §30, p34. 
Sterling exchange, §26. pi 3. 

exchange. Supply of and demand for. §26. 

pl4. 
into dollars and cents and vice versa. 

Table for conversion of. §21 . p24. 
into francs. Table of parities of. §25. pi 3. 
liability ledger. Canadian, §30. pll. 
Table of gold valuations, in pounds. §25, 
p33. 
Stock-exchange operations to money markets. 
Relation of. §25. p25. 
quotations, London. §25. p21. 
transactions. Brokerage, or commission. 

on. §25. p23. 
transactions in London. Expenses of. §25. 

p23. 
transactions in New York. Expenses of, 
§25. p23. 
Stolen credits. Lost or. §24. p26. 
Storage and forwarding of baggage. §24, p27. 
Stores. Public. §24. pl5. 
Subsidiary coins. Values of. §21, pi 6. 
Supplementary letters of credit. Additional 

funds and. §24. p27. 
Supply of money. §26. plO. 

of money. Regulation of. §26. p28. 



Table for conversion of francs into dollars 

and vice versa. §21. p26. 
for conversion of marks into dollars and 

vice versa. §21. p25. 
for conversion of sterling into dollars and 

cents and vice versa. §21. p24. 
of annual price of silver in London, per 

ounce, and commercial ratio of silver to 

gold. 1870 to 1905. §21. pl8. 
of bullion value of 371 1 grains of pure 

silver at the annual average price of 

silver each year. 1850 to 1906. §21. pl9. 
of buying and selling rates for money, 

§24. p39. 
of changes in bank rate of discotmt in 

different European coimtries, §23, p5. 



XX 



INDEX 



i^f rliflrriTit p^rcentAj^H of pftiM 4M pur- 
rH&i<r« filftit mI«« til «icliai|gt» |33« pO. 

tif rquit^flJetitii^ in oBiitit csf t fxmne al dif* 
lervnt ratri of vmchAnorr |31 * paO. 

tiff cfp tit mt^tii i7( cju-luinjre, Canwriioa, 

iif ejipeimrt &nd iUlow»iKM on gold extM^rtA, 

nf «<i[fw'ntvHi «nd aJlotimticfs mt ^6 impcrrlj^, 

125. pll 
of irnM vTtUi»tion», in Amrrit^e* dolkfa, 

of RnLrl v«hui(inn«, in trvirirK, |25, i:>^4 

of gvM viilfiAiirpfif^ in nurkh. %2St, [>35. 

uf jK<Ad vtJnuLttfjns, in pttxttulu tlcfliiti, |2A, 

oi monthly t^^'Pa fJ^ iflvrr Inillton mnd 
VHJivri Lrf A finc (lUDce (!uririx timisA 
Vrar lyfHt. |31. r>17 

of fMnriftt in Berlin of tmyinc and letling 

of t^rilirm in Tendon <A buriftK And v^IIihr 

pricfii of gold. 42fi* rS7. 
cA fmfii\v» in N«-w Vurk uf tmynxg Jind 

MelHftK (inrra nf u'^ldp 125, (i37 
of puriiicx iti Puri* I if bwvtRE nnd lellinit 

fM-icm o1 gotd. |2A. fi^4M. 
*j| fimitira at trftnLi intu inarkn. |2ft, pN. 
cif pAfiticH fif utisrlinic into fmni %, |2fi. pU 
rif poputatk'rn of CniinArlii. i'M, p2 
nf ituol^iioriR of tAlcn mi m»jni^y, |2J&. pll. 
of frliitivir vntufv ^)f AmerkiiM nnd Hntfliah 

iiy»U'mn of ivci^thtifi ami mramtv^, |21, 

p2U, 
of utiuiL) buying A«d Mltloff pdcv» t>l «oJd, 

|2ft. r^^7 
fhowinje »yil«tw of EnKJiah curfcncy. 121, 

Wlvitmm^ and tiph^r irodciif Cftimdiiin 
Ivnkin^, ^m. p34. 
Telpurfljihic trmnittr, DefiiiitioTi of cuble, of. 

122. lift. 
Trniler. (Jpfinitinn nf IrRal. 121, t^*; »2fl. p2 
Trrm ipf n Cft^'liu Uxtrndinw th**, |!i4, r27 
Tlmmiili. or cjittirt. bill of kdinjjp (22. pi 6. 
Tiekfrt, nr niimr, day, |2fi, pSl. 
Time bill., f 2a* pll, 

l!iL>r pnenentalion of bUl ol r3{icbin#(. f23. 

TiitiMi of f'lirhiinRp, 133, p7 
Toleniate. Definition of tew&L |2K plfi. 
Topjuto <Ctin ) clearing bouse, Coi»titiltiofi 
jiniJ rulra of the, as reviied and amended, 
t«Qa. |2il. p27. 



OcAter iiwiiimiie«> policyt Form eC IH. | 

l^ada tpOl* diicoufit«d. Cwi«4iui* M pldL' 

b^Ui diiodttfited fniritffdi GuMdaii, |3i. 

Invitjblc. |20, pH. 
ViMWu. 126, pJ 4. 
Tmnaler, tMo^tioii of cable, or 1 

Gfn) roitto. 123. pit. 
TnLV«l. 111. li^. 

Trav^lcnk Attention paid lo. by 
apondent binkA, f24* p£S^ 

Cable dpher codet f^jr. |24. fi^A, 

credits and interna tionat j Kecki, t34» 

crvdita. Ei»!fitia] fratfifi» o(« §24, 

lcttj?r of tTT?dit. 124. pl7- 

Irttef of cprdit, Portti tji^ |24v piS. 

letler of cfvdit. Obtaintfts, 134, pSI. 

letlQf of ei?dii. tJMiiK. |t4, fO^. 

letlers of cr^it.. Ctmditvmt and ttmu < 
iMuc nt |24, p<PO. 

tpttcrt of efrdit, DmI of» |34. p30. 

trttirn of credit, Cnat ctl^ f^^ tsatiinf lEank 
124, pao 

Prini«d tnniruetion* for. 124, pStS. 
Tm»t n?ccipu. Ffirm* of, §24, ppJO, II, t2.1| 

nceipU. Ptiftinae: of* |24, pO. 

U 

UrRonfirmed ifvditJi, |24. p2, 

Umt, Drftnitlon of mnnrtar>\ |2l. pO. 

rif v»tn«<, (25. p25 

Pfke, 120, p25 
United Kingdotn as a c^mmettiil 
121* p2. 

Siairs, Currency in the, |2tt, p49. 

States, Kirat biiiuiiallk period in liht, |9<k. 
p«. 

Statrs, Ratio ol gold lo iilwr in ihc, 

Sint4i'ii. Btfcond bimeultic perlcHJ irv 
128, p60. 
UNMrc>t rrluijng to bflls aC axcbanie. LawT 

and- 123. plR. 
Uwtice, Dtlinitjon of. |22* pll. 
Ltdity* Dcfinltron of. §26, pa. 



4 



Valuation* in Amtrkafi dolIaf«, Tatete rf_ 
gold, |2fi. pJt2 
in francs. Table nf (jold, |2S, p8*' 
in inarkftt Tablp of gold. |2&. paH. 
in iKiunds sterlinf. Table of sold, |25* \ 
Vfthie. Appretialintf and drprriciatj 
^tanfl.irdpi, ol, J2rt, p25 
Appremttng liandard of. 120, p36. 



INDEX 



XXI 



Value — (Continiud) 

Bimetallic, or double, standard of, §21. plO. 
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